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LETTER OF TRANSMITTAL. 
fo His Excellency, 
Hkam W. Johnson, 
Governor of California. 
Sm: 

In accordance with an act of the legislature (chapter 194, statutes 
of 1915), authorizing an investigation of the general subject of taxa- 
tion, there were appointed by you as members of the commission to 
make the investigation, Clyde L. Seavey, E, A. Dickson and Lee C. 
Gates. A report to the legislature, as called for in the act, is herewith 
submitted. 

In this work we have received generous cooperation from federal, 
state, county and municipal officers, and from many civic organizations 
and individuals interested in the problem of taxation. 
Respectfully submitted. 

State Tax Couuission. 
Sacramento, California, 

January, 1917. 
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REPORT ON REVENUE AND TAXATION 



STATE TAX COMMISSION. 

To the Senate and Assembly of the Forty-second Session of the 

California LegislaUire. 
Gentlemen: 

An investigation covering a period of a year and four mouths has 
been carried on by this commission, comprehending the following 
salient features provided for in an act passed by the forty-first session 
of your body: 

(o) Report upon all matters covering the subject of revenue and 
taxation in this state. 

(b) Report upon the burden borne by general property and corpora- 
tion property. 

(c) Report upon la^es of revenue sustained by counties, caused by 
the withdrawal of railroad property from local taxation. 

Nead of aconomy and 
aound fiscal policy. 

The general subject of taxation has been approached by this commis- 
sion with a feeling and belief that the people of California desire the 
following results: 

First — Economy and strict accountability in the raising of revenue 
and in its expenditure. 

Second — Not new methods of raising more taxes, but equitable 
methods of assessing and raising the necessary revenue — so that all 
will pay for the benefits received according to their ability. 

Third — The uncovering of sources of revenue that are now untaxed, 
and the apportionment of those revenues so that present taxes may be 
reduced and equalized. 

Fourth — A fundamentally sound and permanent system of taxation, 
so that inve.stments in California of all kinds will be inviting and may 
be made with a feeling of security. 

Fifth — A revenue system that will protect the counties and cities 
in their inherent right to receive a proper measure of tax from the 
property having its situs in the community where said property derives 
benefits. 

Acting in accordance with these fundamental considerations, this 
commission makes certain recommendations covering the general sub- 
ject, which may be classified under two heads: first, those things that 
may be accomplished by statutory provision and administration; and, 
second, those things that can only be accomplished by constitutional 
change. These recommendations are presented elsewhere in this report. 
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HISTORY OF STATE TAXATION. 

During the past six years California has made remarkable advance 
in all branches of government, so that today it leads all American 
commonwealths in efficient and economic administration. Only in the 
matter of taxation is there an exception to this governmental advance. 

The reason for the failure to keep pace in taxation has been due to 
the necessity of giving Constitutional Amendment No. 1 a fair trial 
before proceeding materially to modify its provisions. 

From the beginning of the state government up to 1905, practically 
no change was made or attempted in the system of taxation which was 
in existence and commonly known as the general property tas. But at 
the session of 1905 provision was made for the investigation of the tax 
system of this state, and a commission was provided for and continued 
in existence until the end of the year 1910— a period of six years. 

That commission presented an amendment to the constitution, famil- 
iarly known as Amendment No, 1, which was finally adopted at the 
general election in November, 1910. 



The amendment adopted accomplished one specific thing — the separa- 
tion of state and local revenue. Under this the property of certain 
public service corporations was exempted from local taxation, and" a tax 
for state purposes placed upon the gross receipts of such corporations. 
The capital stock of banks was also exempted from local taxation and 
a tax for state revenue placed upon the value of the banks, less the 
assessed value of their real estate. Insurance companies were taxed 
a certain percentage upon their gross premiums for state purposes,' 
less the amount of any county and municipal taxes paid by them on 
real estate. In addition to this, the franchise value of all other cor- 
porations was reserved for taxation by the state. The constitutional 
provision fixed definite rates to be applied on these several separated 
subjects of taxation, which rates could only be changed by a two-thirds 
vote of both houses of the legislature. 

While no restriction was placed upon the rate of tax which might 
be applied to property assessed locally, an almost proliibitive restric- 
tion was provided for in the constitution against increasing the tax 
rate on corporation property. 

Merits and demerits 
of ttate tax tyttem. 

While there were obvious and glaring defects in the new system of 
taxation, the governor and the legislature wisely decided to give the new 
system a fair trial before attempting any change. It is possible now to 
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judge intelligently of the merits and demerits of Constitutional Amend- 
ment No. 1 from a study of its actual operation. 

After an experience extending over several years, the following con- 
clusions seem warranted : 

First — The new system is an improvement over the old system, so 
far as the separation of assessment of public utility and intangible 
property is concerned. It would be unwise to return to the old method. 

Second — ^With the original rates, it failed as a revenue producer, 
however, and would have resulted in financial paralysis for the state 
had it not been for the fact that the legislature responded to Governor 
Johnson's recommendations by increasing the rates upon the gross earn- 
ings of corporations, first at the session of 1913 and again at the session 
of 1915. 

Third — It has not resulted in equality, either as between the corpora- 
tions and the people or as between the various classes of corporations. 
An investigation by this commission demonstrates clearly that the little 
corporations are taxed far more heavily than are the big corporations. 

Fourth — It has not, as its advocates promised, tended to correct the 
evil of under-val nation by counties. Assessment at full value is just 
as remote today as it was prior to the adoption of the amendment. 

Fifth— It has not, as was predicted, lightened the burden upon real 
property. The burden upon real property is heavier today than it was 
under the old system. 

Sixths—The provision requiring a two-thirds vote of each branch of 
the legislature to increase rates on the gross earnings of corporations 
would ordinarily prove prohibitive and should be remedied. 

Seventh — It has complicated the tax system, by compelling an 
altogether unnecessary dual method of fixing tax rates on the property 
of public utilities — first a rate according to property value, and then 
a corresponding rate upon gross receipts. 

Taxation according to 
benefita not po«»ible. 

There was a strong feeling on the part of the incoming legislature 
in 1911, as well as on the part of many people who had studied along 
the lines of equitable taxation, that the system inaugurated in 1910 
was fundamentally wrong; that it was wi-ong from the standpoint of 
the householder, the farmer and the business man who paid local taxes 
on the basis of the benefits derived from the local governments, while 
the public utilities, which also received local benefits, paid a tax simply 
to the state without reference to the particular needs of the community 
in which their property had its situs. 

Under this system it was soon discovered that if equity was to be 
preserved as between the two classes of property the necessity would 
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arise every two years, or oftener, to investigate the rates applied 
against the gross receipts of the public service utilities to determine if 
the property of such corporations was bearing its proper burden of 
tax. This meant that the property of such corporations must be valued, 
and the ad valorem rate obtained which was theoretically being applied 
to it. This rate must then be compared to the average ad valorem rate 
actually applied to general property and the rates upon the gross 
receipts adjusted in accordance therewith. 



"We thus have the absurd, costly and unsatisfactory practice of 
applying indirectly an ad valorem tax by going through the cumber- 
some process of laying a tax upon the gross receipts of public utilities 
equal in amount to that which would -ordinarily be levied directly 
against their property value. 

Wisconsin originally utilized the "gross earning" method, but aban- 
doned it years ago and now assesses all property on an ad valorem 
basis. New York, up to 1910, had practically the same system of sepa- 
ration and tax on gross earnings as California, but has to a great extent 
abandoned it. The change was readily made in New York because 
the tax system in that state is changeable by legislative action. 

Prohibitive requiremant 
of two-thirdB vote. 

One of the most dangerous features of Constitutional Amendment 
No. 1 is the provision requiring a two-thirds vote of each branch of 
the legislature to increase the rates to be applied to the gross earnings 
of corporations. 

Experience soon demonstrated that, even under the wisest manage- 
ment, the needs of the state grow faster than the inelastic revenue 
system upon which the state is dependent for its support. 

Should a deficit at any future time arise, as was the ease in 1913 
and 1915, it will be necessary either to increase the rates of the public 
service corporations or throw an additional burden upon the people 
in the nature of a general ad valorem tax. 

Although it was perfectly obvious in 1913 that the public service 
corporations were not paying to the state in the same proportion that 
general property was paying to the local government, the proposal of 
Governor Johnson to meet the existing deficit by raising the rates of 
the public service corporations was vigorously resisted by the corpora- 
tions. Had they been able to control one more than the necessary one- 
third of either of the two houses, the rate increase would have been 
defeated and the only alternative would have been to levy an ad 
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valorem tax and tax the property of the people to make up the deficit 

resulting from the low rates originally established for corporations. 

Futur* right! of psople 
should ba pr«**rved. 

Governor Johnson, however, won his fight for the people and the 
legislature, after a protracted contest, raised the rates of the public 
service corporations to a point more nearly on a level with the rate 
paid by general property. 

But the people may not always have an executive courageous enough, 
and powerful enough, to carry through a rate increase, even though 
the justice of such increase may be as apparent as was the ease in 1913. 
The inevitable result would be an addition to the already heavy tax 
burden borne by the people. 

No time should be lost in correcting this particular feature of the 
present tax system, making the revenue laws more elastic and modi- 
fying the present prohibitive two-third requirement for rate increase 
by the legislature. 

Abt«nce of r«itriction 
on (tate expendituras. 

Prom the standpoint of state expenditures the figures show that 
since 1910 there has been no greater increase in the percentage of 
appropriations than existed before 1910. In fact, a comparison of the 
percentages shows an actual decrease, this being accomplished, how- 
ever, through extraordinary control and insistence on the part of the 
state administration, which was working under the determination that 
economy should be practiced. 

The restraining influence upon extravagance under the old system 
was the realization that in voting appropriations a legislator was spend- 
ing the money of his constituents, and would by them be held strictly 
to account for extravagances. Every dollar of increased expenditure 
was reflected in the tax bill that was presented for payment to each 
taxpayer in every assembly and senatorial district in the state. Ten- 
dencies toward extravagance in state appropriations were to a certain 
extent restrained because of the fact that it meant the direct expendi- 
ture of money raised locally. 

Under the present system this direct responsibility upon the mem- 
bers of the legislature has been completely lost. The taxpayer now 
has no realization through the actual payment of a tax for state pur- 
poses of what an additional state appropriation means. The argument 
which under the old system could be advanced against additional 
appropriations has been reversed, and now, if an appropriation is 
asked for the argument frequently advanced is that "the corporations 
pay the tax and it is not a local burden." 

rg.l.cc; by Google 
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It is not easily diseemible that although the corporations pay the 
state taxes, aoy extravagance ultimately is shoved oS upon the people 
in the form of increased light, heat, power and transportation charges. 
It easily is forgotten that if extravagance results in a deficit such deficit 
is apt to be met by an ad valorem tax levy on all property. 

Some device is needed to restore the people's direct, pocketbook 
interest in state appropriations. 

As a result of this condition the complete burden of holding down 
the expenses of the state has passed over upon the shoulders of the 
governor. This is unwise and unfair and a dangerous condition to be 
allowed to exist. 

Am«ndm«nt No. 1 allowa 
local axtravaganc**. 

In the matter of local expenditures, on the other hand, the total 
separation plan has increased the tax burden over what it would have 
been under the old method. This is primarily due to the fact that 
there were no adequate tax limitation laws. 

Unfortimately, no limitation was placed upon county or district 
expenditures at the time the change was made in 1910, and while many 
of the counties and municipalities gained because of the separation 
they not only took advantage of the natural gain but also increased 
their expenditures to the extent of thirty-five or forty cents on the local 
tax rate which previously had been levied for state purposes. This 
serves only as an additional demonstration of what usually occurs when 
a distinct change in taxation or assessed values takes place without 
restrictions limiting the increase in tax levies. 

The public utilities are now exempt from local taxation, so that "the 
people pay the taxes" for local expenditures. The property of the 
corporations is benefited by every dollar expended for local improve- 
ments, but they bear no part of the cost under the present plan of 
separation. 

Preaant ayatam provaa 
•xpenaiva and confuiing. 

Another objection to the present system arises from the fact 
that it is confusing, expensive and extremely unsatisfactory to 
continue the attempt every two years to equalize the burden of tax 
borne by public service corporations and that borne by locally assessed 
property. The only way that permanent relief may be accomplished is 
to have both classes of property taxed on the same ratio of value, which 
should be a full value at the situs of the property. This can be done 
effectively only through a central control of assessment. 
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It is true, we believe, that there can be no fundamental difference 
between the individual's interest in the expenditure for local purposes 
and his interest in the expenditure for state purposes. There is a com- 
plete relationship between the individual, the state and the political 
subdivision. In fact, a large part of the revenue that the state obtains 
through its separated source goes back and is expended locally for 
schools, free textbooks, mothers' pensions, etc., and for this reason, 
if for no other reason, there should be a financial interest on the part 
of the individual taxpayer in the burden of tax that is levied for both 
state and local expenditures. Every individual taxpayer should know 
jvist what the relationship is between state expenditures and local 
expenditures, and, further, that his burden is no heavier than that of 
other classes of taxpayers. 

County and munieipal 
loBM* not oqualuEod. 

Finally, there is the serious objection to the present system of taxa- 
tion because of local losses on account of the withdrawal of operative 
railroad property from local taxation. It has been found difficult to 
adjust these losses equitably where the constitution permits of such 
adjustment and, in fact, after 1918, no further adjustment of these 
losses will be made, and some of them will be seriously felt in certain 
commiinities. 

In addition to this, there are losses sustained by the withdrawal of 
other than railroad property in some municipalities and counties which 
can not be adjusted under the constitution, and in many instances these 
inequalities will be emphasized and the losses augmented by the 
development of public utilities. 

As will be seen in the statistical tables printed at the end of this 
report, the percentages of operative or withdrawn property vary con- 
siderably in the different counties and municipalities. This in itself 
produces a grave inequality which works to the disadvantage of many 
localities. It is fundamentally wrong to segregate properties of the 
same character and in the same community and tax the two classes of 
property thus segregated for separate and distinct purposes, preserv- 
ing no relationship between the two on the basis of local benefits and 



Sufficient rAvonua 
not sole object. 

The one principal argument advanced in favor of the present system 
is that it has produced enough revenue for state purposes. This is true, 
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but only by the raising of the original rates established in the constitu- 
tion. Under any system of taxation enough money can be raised. 
There was no trouble as to amount of revenue under the old system. 
It is a weak argument for any method of taxation merely that it raises 
enough revenue. 

The scheme of separation has accomplished very little relief in the 
regeneration of the general property tax in this state. The bulk of the 
taxes borne by property owners is being assessed and levied under the 
same unsatisfactory conditioas that obtained prior to 1910. 



Amendment No. 1, however, has resulted in some advancement toward 
a better and more equitable system of taxation. It has produced rev- 
enue from values which formerly were taxable but which were not 
assessed, or were under-assessed, prior to its adoption. This is particu- 
larly true with regard to banks and franchise values. It has demon- 
strated beyond doubt the fact that certain classes of property of the 
nature of those separated under the scheme can be taxed properly only 
when they are assessed by a central system of valuation, and it has 
demonstrated beyond doubt that any attempt at local assessment of the 
classes above mentioned is inadequate, inequitable and productive of 
political and economic dangers. 

THE BURDEN OF LOCAL TAXATION. 

The work of most immediate importance undertaken by the investi- 
gation was that of determining the relative burden borne by property 
taxed locally and property of public utilities separated for state 
taxation. 

The methods of levying taxes upon the two classes of property — that 
upon general property by the application of an ad valorem rate and 
that, upon public service utilities by a rate upon gross receipts— ren- 
dered it necessary that a complete study be made of the actual taxable 
values underlying both classes of property. 

In another part of this report we present the valuations placed upon 
public utility corporations through the stock and bond method of 
valuation, showing the average burden of state tax on each $100 of 
actual value of such corporations. 

Mslhod of datarmining 
burdon of [ocal tax. 

In order to arrive at the average burden borne by property taxed 
locally it was necessary for this commission to establish as closely as 
possible the actual value of general or nonoperative assessable prop- 
erty in the state. To establish this value appraisements were made in 
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thirty-eight of the principal counties, which appraisements were sub- 
stantiated and corroborated by other data obtained from the appraise- 
ments made by the State Insurance Department, the State Banking 
Department and the State Inheritance Tax Department. There was 
also obtained, where possible, private, public and probate sales data. 
Most of this comparative data, however, could be used only in a very 
general way because the properties involved were too scattered and not 
fairly representative in many instances. The most substantial figures 
for comparison were those obtained from private sales and from the 
valuations placed upon properties passing through the probate courts. 

General reaults of 
property appraraemantt. 

As a result of these appraisements it was shown that the average 
percentage of assessed to true value in the state for 1915 was 41.991 
per cent. The average for 1916 was 42.755 per cent. In the tables of 
appraisements appended to this report will be found the percentage 
for each county as a whole and also a segregation showing the percent- 
ages for inside and outside properties. 

It is interesting here to note that of about a thousand replies from 
different parts of the state received from individual property owners 
as to the assessed and actual value of their properties in 1915, a 
figure of 41.14 percentage of assessed to true value was shown. 

The accuracy of the method of determining actual values from the 
federal stamp tax on transfers of real property was investigated. This 
commission concluded that the cost involved would not be warranted 
by the results to be obtained because of the fact that on property trans- 
ferred under contract sales only the actual amount passing at time of 
transfer need be stamped ; because mortgage interests were deductible 
and not easily identified; because it was the practice in some instances 
to over-stamp in order to boost property prices, and because in some 
eases of trade sales it would require actual appraisement of the prop- 
erties to determine whether the amount of stamps indicated a true 
cash basis. 

Selection made of 
rapreaentative propertiea. 

To start with, the commission made a general survey of the state, 
selecting the counties in which lies over ninety-three per cent of the 
taxable wealth of the state. The commission then took up each of 
these counties separately and made selections of representative busi- 
ness, residential and outside acreage properties which formed the basis 
upon which to establish the actual value of property, applying to the 
total assessed value of the different classes of property in each county 
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the ratio obtained by a comparisoa of the assessed and appraised 
values of the properties selected. 

Qualifisd appraia*ri 
cho**n for work- 
in most eases the inheritance tax appraisers in the different counties 
acted as the appraisers for this commission. After discussing wiUi 
many business men and officials the matter of the best source by which 
proper appraisals could be made in the different counties, the conclu- 
sion was reached that the best results could be obtained by the aid of 
these appraisers. In most of the counties these appraisers have had 
years of experience in appraising property for taxation purposes, to 
wit r the inheritance tax, in which it is the desire of the state to arrive 
as near as possible at a true and accurate value of the property as of 
a certain date. The appraisers in question have operated under condi- 
tions which would naturally place them in a position to arrive at fairly 
accurate values. Their duties in representing the Inheritance Tax 
Department are such as to place them in competition with those who 
may question their values in representing the estates which are subject 
to tax and also place them in a position of having to substantiate their 
values finally before the courts in the county. The values so established 
by the various appraisers finally receive judicial recognition as the 
proper and true value of the property under consideration. 

In addition to this, these appraisers gather together annually, or 
oftener, to exchange views on methods of valuing and other matters 
incidental to their office, and in this way much towards uniformity has 
been accomplished. 

In the light of the above facts the commission felt that an appraisal 
by this body of men, where obtainable, would approximate more nearly 
a true value of the representative properties selected by this commis- 
sion in the several counties. In a very few of the counties where the 
inheritance tax appraisers were very recently appointed or were over- 
burdened with duties of their own department it was necessary to make 
selections of other persons who were recognized in the community as 
having the best knowledge of property values. 

Appended to this report is a list of the appraisers selected in the 
several counties. Credit for the accuracy in establishing the true value 
of property required in connection with this phase of the commission's 
work is due to the high character and ability of this group of expe- 
rienced appraisers. 

After the selection of the appraisers, lists of the properties, with 
full descriptions, were submitted to them, with the instruction that the 
full and true value of each parcel be obtained and returned to this 
commission. All of the appraisers were impressed with the fact that 
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this commission desired a value which could reasonably be substan- 
tiated and that, particularly, it was the desire that neither unusual, 
inflated nor depressed values be submitted on any of the properties 
selected. The appraisers were informed that if any properties selected 
should prove to be of such an unusual type that they would fail to 
reflect a true condition, such properties should be eliminated after 
consultation with this commission. In a few instances properties were 
so eliminated from the list as originally made out. 

RaaulU of apprai*«m»nt> 
wer« made public. 

Upon receiving the appraisement of these properties by the 
different appraisers this commission threw open the results of the 
appraisals for public scrutiny and examination. In a number of 
instances individuals examined the records and presented criticism of 
the established values. The principal investigation as to the fairness 
of the appraisals was that carried on by representatives of the public 
utility corporations. This commission invited the fullest consideration 
of the appraisals in question and provided every convenience and 
facility possible to all individuals and to the representatives T)f the 
public service corporations in order that they might as quickly and 
easily as possible satisfy themselves as to the fairness of the work 
done by the appraisers. 

Exception was taken to a few of the appraisements in seven of the 
thirty-eight counties. Upon the presentation of these exceptions the 
commission took up the matter with the different appraisers in the 
counties affected and arranged for meetings between the corporation 
representatives and the appraisers. The commission made it plain to 
the appraisers that it desired everything done that would result in a 
just value being placed upon the appraised properties; that if any 
tangible evidence be submitted which would in any measure change the 
figures they had placed as the value upon the several properties, the 
same should be fully and seriously considered and any adjustment 
made that was reasonable and proper. In a few instances changes were 
made by the appraisers and accepted by this commission. 

In several of the counties the appraisers, after their hearings with 
the representatives of the public service corporations, wrote this com- 
mission that the only change that could be considered by them would 
be one suggested by a corporation representative, namely a uniform 
increase of the value of the properties in question upon the basis of 
what the sales value might be for a period of a year or two in the 
future. Inasmuch as the appraisements in question were made during 
the assessing period of 1916, and were to be used in comparison with 
the assessed values established as of March, 1916, this commission 
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immediately refused to consider any such proposition. It felt that it 
wonld be an inconsistent and erroneous method of arriving at the 
proper values. 

Appraiaah (ubmittad 



The appraisal figures were submitted to the different assessors of the 
several counties for criticism and suggestion and in some cases changes 
were made because either of errors in the assessment figures and 
descriptions of the property or because of additional data which, upon 
consideration by the commission and the appraiser, warranted the 
fixing of a different value. 

The commission also considered data and suggestions presented from 
private sources. 

After sueh cheeking of the appraisements made in the different coun- 
ties as it was possible from all sources of information, this commission 
is thoroughly satisfied that the average results arrived at by the 
appraisals from the different counties are reasonable and just. 



The appraisement covered only land and improvements. The actual 
value on these was computed by taking the percentage of appraised 
to true value of the selected properties, segregated into three distinct 
units — (a) land inside, (6) improvements inside, (c) land and 
improvements outside — and working out the total for each and then 
combining them for the final figures. In arriving at the true value of 
property in counties where no appraisements were made, the average 
percentage for the appraised counties was applied. Inasmuch as the 
unappraised counties represented only about seven per cent of the 
assessed value of the state, no appreciable inequality could possibly 
creep in by reason of the method pursued. 

Determining value of 
personal property. 

The matter of treating pei-sonal property and money and credits 
was one which caused considerable debate. The commission from its 
investigations over the state felt that the assessment of persi^n'^l prop- 
erty, such as stocks of goods and merchandise, live stock and inacliinery, 
was very closely on a par with land and improvements. I'ersonal 
property, such as household goods, libraries and other forms bought 
for personal use loses most of its intrinsic worth after pa^ising into 
private hands. However, such property is an unknown and ne;2fligible 
quantity, and if the same percentage is applied to this class ot property 
as is applied to other property the true value will be approximated. 
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Trouble ettimating 
money and credits. 

In the case of money and solvent credits, much trouble was encoun- 
tered. It was finally decided that the application of the same percent- 
age as that for other property would come as near true value as any other 
estimate. What solvent credits are taxable after allowable deductions 
are made it is impossible to approximate. Neither can it be said thai 
the commercial deposits in banks on the first Monday in March is an 
index of the taxable money. How much of such money is nontaxable 
because it belongs to public service corporations; how much of it can 
be considered as solvent credit with allowable deductions can not be 
intelligently conjectured. It was claimed by the representatives of 
public service corporations that the money on deposit represented the 
balance between solvent credits and deduetable solvent debts. This 
commission is unable to arrive at such determination. We prefer to 
let the question of money and solvent credits rest on a basis with other 
property. 

Final result of 
full valuation. 

As a result of these calculations, the following summaries are 
obtained : 

In the Year 1915. 

Total assessed value of nonopcrative property $2,792, S35, 747 00 

Total actual valae of nonoperative property C,C51,017,5]2 00 

Average perceDtage of assessed to actual value, 41.i)91. 

Total general county taies levied 540,147.221 29 

Total special district taxes levied 14,191.286 81 

Total city taxes levied .-.._ 20.875,B10 93 

Total of all taxes levied $81,214,125 03 

Average rate of tax levied on each ¥100 ot value, $1.2210. 

In the Year 1916. 

Total assessed value of nonoperative property $2,1)17,323351 00 

Total actual value of nonoperative property 6,823,195,932 00 

Average percentage of assessed to actual value, 42.755. 

Total general county taxes levied $47,135,803 07 

Total special district taxes levied 13,73-9,231 89 

TotRl city tttiea levied 21,654.134 85 

Total of all taxes levied $?2,n20,l7O 41 

Average rate of tax levied on each $100 of value. $1,209. 

If the license tax is figured in as a factor, as it should be for 1916, 
approximately 1^850,00(1 would be added to the total taxes, raising the 
avei-age rate from $1,209 to $1.2219 on each $100 of value. 
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VALUATION OF PUBLIC UTILITIES. 

For comparison with the burden of taxation borne by other classes of 

property, taxed on an ad valorem basis, it was necessary to arrive at a 

property value for the public utilities. Of all methods available the 

stock and bond method seems to be the beat for two reasons : 

First — It closely approximates the definition of value given in the 
Political Code, which reads: 

The terms "value" and "full cash value" mean the amount at 
which the property would be taken in payment of a just debt from 
a solvent debtor. 

Second — The stock and bond method gives a definite figure about 
which there can be little dispute and which depends very little on the 
judgment of him who makes it, but does reflect the combined judg- 
ment of "thousands of men constantly endeavoring to surpass one 
another in the fuUneas and accuracy of their knowledge of the value 
determining factors aifecting any given security." 

The question has been raised whether it results in a value that is 
properly comparable with the value (the full value, not the assessed 
value) used by the assessors or by this commission's appraisers in 
valuing other property. The method by which the value of property 
locally assessed and taxed was arrived at is already explained. It is 
obvious that the two methods are different. They had to be so. One 
can not value a house and lot by the stock and bond method, nor 
appraise a railroad on the basis of the prices paid for other railroads. 
There can be no exact correspondence of the results. How nearly the 
resulting figures are comparable is and must remain a matter of opinion. 
Able and experienced tax attorneys for the public utilities have urged 
that the stock and bond method includes elements of value in the prop- 
erties of public utilities which exist in, but are not included in the 
appraisal of, the value of property taxed locally. The following letter 
from Mr. George G. Tunell, representing the Atchison, Topeka and 
Santa Fe Railway system, states their argument very clearly, as follows : 

State Tax Commission, 

Sacramento, Cat 
Gentlemen : 

"In the autumn of 1912, I contended at the hearing in Sacra- 
mento that the stock and bond method of valuation gave a larger 
value to the property of the Santa Pe Railway than any other 
method that could be regarded as worthy of consideration. I ex- 
pressed the opinion that this method took into consideration every 
item and every element of value. Under this method of appraisal 
the public utilities were appraised as units and as going concerns, 
while manufacturing, mercantile and other establishments which 
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also have a going concern value were appraised on the basis of the 
value of their real estate, buildings and stock treated as separate 
and unrelated items of property. 

"Speaking of the different methods followed in valuing the two 
classes of property, Professor Plehn said; 

" 'It must be admitted that this method will generally give the 
highest value that can be arrived at by any approved method of 
valuation. The result by this method undoubtedly includes some 
elements of value not included in, and hence not comparable with, 
the appraised values of property locally taxed as set forth in tho 
first part of this report, and your attention is respectfully directed 
to these objections to the method. 

"In spite of its admitted weakness, however, this method of valua- 
tion is practically the only one available that is based on concrete 
facts and is practically free from assumption, hypotheses, and 
theories. 

"With proper allowance for non-comparable elements of value 
included it can be used to check the more theoretical results above 
set forth,' 

"It seems to me, and I can not emphasize the point too strongly, 
that you are the persons who should make proper allowance for the 
different methods you have followed in valuing the "withdrawn" 
property which pays the state taxes and the local property which 
pays the local taxes. You are not only the proper person to do this 
work, but the only persons who will have the information to make 
the proper allowance. 

"If you give the governor or the legislature a 'concise summary' 
of your results, as the State Board of Equalization did in 1912, 
without making the allowance or adjustment about which 1 have 
been writing, you will do us a grave injustice. In the rough and 
ready handling your report will receive in the public press and in 
legislature, if you follow the plan of 1912, your explanation that 
the two classes of property are valued on different basis and are 
therefore not comparable, will become separated from the tax rates 
you state the different classes of property are bearing. 

"I sincerely hope that the Tax Commission in its report will make 
a definite addition expressed in figures to the tax rate it states the 
corporations are paying to offset the difference in methods it is 
following in the valuation of the two classes of property. An 
explanation in words will not meet the situation. The addition 
should be in the form of a percentage. 
Yours very truly, 

George C. Tunell. 

The commission replied to this commimication as follows: 

"The subject of your discussion is one which the commission will 
take up for serious consideration, and if it can be clearly demon- 
strated that allowance should be made for this factor, this commis- 
sion will feel under obligation to make definite recommendations 
to the legislature. 
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"We presume that yourself and others interested in the valnatiou 
of the different public service corporations in the state will be 
prepared with data a little later od concretely to demonstrate some 
approximate percentage, if such exists, which enters into the final 
determination of this commission in adjusting the values deter- 
mined for the public service corporation property and those deter- 
mined for general property. Full opportunity will be given in 
hearings before the commission for the presentation of facts and 
figures relative to this and other questions which will arise in the 
final determinations to be made by this body." 

The substance of the argument by the public service corporations is 
that the average ratio of taxes to the stock and bond values, which was 
found to be 1.2566 per cent, should be taken and raised by an estimated 
amount, say one-quarter of one per cent, on the theory that by so doing 
a proper allowance would be made for the elements in the stock and 
bond value of the utilities not included in the value of the other 
properties. 

No alteration 
made in figure*. 

This commission has not, however, seen fit to make any alteration in 
the results of the stock and bond method, but has presented the figures 
just as they came out of the computation-s. It was felt that to change 
them by adding arbitrary amounts or ratios assumed to make them more 
comparable with the values of tax ratios on other property would be 
to substitute something quite arbitrary, hypothetical and theoretical in 
place of the definite figures which the stock and bond method gives. 
That there is some force to the argument must be admitted, but the 
allowance to be made, if any, can not be reduced to a definite figure 
capable of proof. 

On the other hand, it can be argued with equal force that the stock 
and bond method of valuation does not reflect the highest value of 
public utiliti&s at this period when unusual world conditions imstablize 
all investment securities. At such a time real estate values are affected 
much less than these other values. "While the assessed value of real 
estate increased from 1912 to 1916, the total value of public utilities 
by the stock and bond method has shown a slight decrease. At the 
same time the gross and net receipts of these companies have consider- 
ably increased, indicating a probable increase in sound values. It might 
be claimed on the other hand that the stock and bond method reflected 
too much speculative value in 1912. 

In some aspects the argunient raises questions regarding the general 
theory of the tax system, as to what should be taxed and what not 
taxed. Thus, the "going value" of manufacturing, mercantile and other 
establishments has never been taxed in California, white it is quite true 
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that the same eleinent in the property of public utilities has always 
been aimed at by the taxing authorities. The legislature in adjusting 
the rates to public utilities has proceeded on the theory that it was 
endeavorins to make the burden of these taxes correspond as nearly 
dS it could do so to the burden borne by other property autually taxed 
locally. It is, of course, clear that, if other things not now taxed were 
to be placed on the fussessment rolls the tax burden on real estate might 
be reduced. But, as things are, under the existing system, the com- 
parison runs between property taxed for state purposes and property 
taxed for local purposes. 

This eommi.'ision is unable to determine any actual inequality in the 
method used, and the companies interested have not presented any 
tangible evidence upon whith to warrant allowance. 



The services of Professor Carl C. Plehn of the University of Cali- 
fornia were secured to make a stock and bond valuation of the sepa- 
rated public utilities. Ilis report is as follows: 

STOCK AND BOND VALUATION OF PUBLIC UTILITIES. 

The "stock and bond" values of the properties of those public 
utilities which are taxed on the basis of their gross receipts, excepting 
a few small companies which could not be so valued, together with the 
taxes paid and the ratio of the taxes to those values, have been found 
to be as follows: 



S519.620,l)00 


$6,789,063 31 


1.3065 


224.802,300 


2.438,576 64 




60.714.250 


848,790 92 


1.39E3 


3.705.U00 


83,954 2« 


2,2660 


11.665.000 


151.293 02 


1.2970 



Railroad companies 

Gas and electric companies 

Telephone und teEcBruph companies 

Express companies 

Cor companies 

All classes |820,ai6,550 110,311,680 20 



The values in the foregoing table were obtained, as stated, by the 
so-called stock and bond method. This consists in : 

First, ascertaining the aggregate value of the property of each 
company by multiplying the number of shares of stock and the number 
of the bonds, issued and outstanding, by the market values of the 
different securities, as ascertained from quotations upon the stock 
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exchanges, or from sales, or from offers to purchase the securities. 
When data concerning actual sales, or offers to purchase, were not 
obtainable the value of a given stock or bond was ascertained or fixed 
by capitalizing the dividends, or profits, which the stock was earning, 
or, in the eases of bonds, the interest being earned; or, more generally 
stated, by reference to the earnings. of the company, due regard being 
had to the safety of the security aa an investment. 

As this process gives the value of all the holdings of the company, 
including nonoperative property otherwise taxed, investments and the 
like not covered by the taxes on the gross receipts, it was necessary: 

Second, in order to arrive at the value of the property covered by 
the gross receipts tax, to deduct from the aggregate value of the secur- 
ities, found: (1) the value of any nonoperative property, within the 
meaning of the tax law; (2) the value of any nontaxable property, 
or securities held; (3) the value of any intercorporate holdings repre- 
senting property taxed otherwise ; and (4) the value of property outside 
the state. 

Interstate properties. 

In this investigation interstate properties have first been valued as 
a whole, covering that part outside as well as that part inside the state. 
Then, the nonoperative and other proper deductions having been made, 
the remainder has been divided between the state and outside in the 
same proportions as were the taxable gross receipts inside and the gross 
reeeipta outside of the state. Thus, for example, the value of the 
Southern Pacific system as a whole, less nonoperative property, was 
found to be $577,600,000. Forty-four and three-tenths per cent of the 
total business of the system is done in California. Hence, the value 
of that company's property in California was taken to he 44.3 per cent 
of $577,600,000, or $255,876,000. 

The extent to which 
quotations were obtained. 

In the case of all the large companies, and of many of those rela- 
tively small, actual quotations were obtained for all the more import- 
ant issues of securities. Thus, out of the total of the values arrived 
at for the railroads, ninety-two per cent were based primarily on 
quotations. Similarly, for the gas and electric group, ninety-four per 
cent of the values are based primarily on quotations ; and for the 
telephone and telegraph group ninety-two per cent. 

The sources of the quotstions. 

The quotations were obtained from the official reports of the San 
Francisco and Los Angeles stock exchanges, from sales published for 
each business day in the San Francisco journal known as Finance and 
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Trade and from the weekly issues and monthly quotation supplemente 
of the New York Commercial and Financial Chronicle. 

The Averages. 

The prices used were the averages for the fifteen months from Jan- 
uary 1, 1915, to March 31, 1916. This period was chosen because 
the stock exchange in New York was closed for six months preceding 
December J5, 1914, on account of the war, and there were, therefore, 
only fifteen months consecutive quotations available prior to April 1, 
1916, when this work was begun. Each month's quotations were aver- 
aged separately, and then the average of the fifteen monthly quotations 
was taken,* 

Valuation* by analogy. 

In the case of the smaller issues of securities which were not quoted, 
but were issued by companies which had securities outstanding that 
were quoted, it was possible to compute the price of the small issues 
by analogy. Thus, for example, the Pacific Gas and Electric Com- 
pany, most of whose securities are quoted, has outstanding an issue 
of bonds, known as the Blue Lakes Water Company's six per cents, 
due in 1938, which are not quoted. It was found that other bonds of 
this company of similar seniority and security were quoted as selling 
on a five per cent basis. By a bond table it was found that a six per 
cent bond with twenty-two years to run would yield five per cent if 
bought at 113 per cent. Hence those bonds were set down as if quoted 
at 113 per cent. 

Capitalizing eerninga. 

In the case of a security which was not on the market, and whose 
value could not be ascertained by analogy, it was necessary to capital- 
ize the earnings which belonged to that security. Thus, for example, 
a given company whose stock was not on the market waa found to be 
earning, say, $1,000,000 a year, over and above operating expenses. 
Of this million dollars, $750,000 went to pay interest on the bonds and 
taxes, leaving $250,000, which teehinally belonged to the stockholders. 
But out of this $250,000 we find, perhaps, that, under orders of the 
Eailroad Commission, $100,000 must be set aside for depreciation, 
sinking funds, and other purposes deemed necessary to protect the 
bondholders and to ensure, to the public, good and continuous service. 
There would thus be only $150,000 a year going to the stockholders 
outright, which they may use as they see fit. If this net income of 
$150,000 is fairly safe and sure, we have assumed that it should be 
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capitalized at eight per cent, which seems to be about what the Rail- 
road GommissioD uses in its computations in similar cases, and what 
the market requires to keep such a security at par. For bonds, of 
course, the rate is lower. If the business of a company was hazardous, 
the earnings have been capitalized at higher rates, proportionate to 
the risk. But such cases were few in number. 

While the foregoing assumptions as to the proper rate to use in 
capitalizing earnings are obviously debatable, they seem to be as 
reasonable as any, and it may be further pointed out that any error 
involved in the use of such assumptions would be so small in itself, 
and would affect so small a part of the total valuations, as to be 
negligible. The error, if there be one, would affect our ratios in the 
fourth decimal place only, even if it were as large in the first instance 
as twenty-five per cent. 

Special report* on price*. 

In some eases the companies have reported private sales of stocks 
or of bonds not publicly quoted, and this information has been used 
to supplement our quotations. In other cases the companies have 
reported their estimates of what the securities should sell for. If these 
were sustained by the income they have been accepted. 

Sources of information 

The data as to the amount of the stocks and bonds outstanding, and 
as to gross receipts, net earnings and the like, were taken from the 
reports required by law to be filed with the State Board of Equaliza- 
tion. To guard against possible errors, lack of uniformity and the 
like, these reports were checked by the reports published in Poor's 
Manual of Railroads and Manual of Public Utilities, and by the reports 
filed with the State Railroad Commission. 

Values other than 
■tack and bond values. 

In a relatively small number of cnses resort was had to some other 
basis than a strict stock and bond value. Thus, for example, the Death 
Valley Railroad, built by a borax company primarily to reach its 
deposits, was taken at its book value, in view of the fact that it has 
been built under the general supervision of the Railroad Commission 
and there seemed to be every reason to believe that its book value 
corresponded closely to its true value. Again, in the case of the 
Western Pacific we accepted the finding of the court, which placed 
the aggregate value at $18,000,000. We did not feel inclined to place 
our personal opinion in opposition to the decision of so august a 
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tribunal. Moreover, it so happened, that a stock and bond value 
would give a result only a quarter of a million higher than that arrived 
at by the court. 

Deductions for 
nonoperativa property. 

The determination of the amount and value of the deductions for 
nonoperative and similar property or holdings presented special diflS- 
culties and each ease had to be studied on its own merits. Many sug- 
gestions for general rules were submitted by tax agents, such as using 
a fixed multiple of the assessed values. But none of these suggestions 
were found to be feasible. In this part of the work, however, great 
assistance was obtained from the complete and detailed reports on filr 
with the Railroad Commission. Special thanks are due to Messrs. Sins- 
heimer, Reynolds and White of that commission's staff for courtesies 
extended in this connection. The decisions of the Railroad Commis- 
sion, its orders, investigations and valuations were constantly referred 
to and used in so far as they served to throw light upon our problems. 

Bankrupt companias. 

Companies in the hands of receivers or undertaking refinaocing 
presented, on the whole, less difficulties than were anticipated. The 
conditions of the investment market at the present time are such as 
to give a very fair indication of the value of such of the securities of 
companies in that condition as have any value at all. Only in one 
case, namely, that of the Ocean Shore Railroad, did the difficulties 
prove to be such that the valuation had to be given up. 

Companias omitted. 

There are, of course, a number of small companies to which a stock 
and bond method of valuation will not apply. Some of these are not 
incorporated and are "companies" only in the technical sense in which 
the tax law defines companies. Others are operating as public utilities 
only incidentally, in connection with some other business more import- 
ant to them. Thus, a mining company develops power for its own 
use and sells some for lighting purposes to a neighboring village. 
There are, also, a variety of other reasons why companies had to be 
omitted. The omission of these companies was necessary because their 
inclusion would have improperly disturbed the averages, slightly, per- 
haps, but to some extent, at least. Among the telephone companies 
in particular there are a large number of small companies for which 
no valuation was attempted. Many of these are farmers' mutuals, 
some utilizing wire fences as the means of communication. These 
depend upon assessments for the necessary expenses of upkeep and 
can have no commercial value in any proper sense. 
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Special oaiai. ^- United B<alroads. 

There are a few special cases which need mention. Among these 
that of the United Railroads of San Francisco is the most important, 
on aceonnt of its size. This company presented special difSculties. 
In the first place, the control of the company's finances is very com- 
plex. It is controlled through two finance companies, which are in 
turn related to one another. One of these is the United Railways 
Investment Company of New Jersey, and the other is the California 
Railway and Power Company. These companies control the United 
Railroads of San Francisco through ownership of stock. But besides 
owning the stock of the United Railroads, each of these companies is 
the owner of the stock and securities of other companies. Some of 
these other companies own properties located in the East. Thus, the 
United Railways Investment Company owns properties located in Pitts- 
burg, Penn., and the California Railway and Power Company owns the 
stock of two power companies in California, as well as its interests 
in the United Railroads. Quotations can be had of some of the stocks 
of each of the two financing companies, but no one can tell exactly 
how much of the value of those stocks is due to the interest they repre- 
sent in the United Railroads, or whether, in fact, that interest is more 
a liability than an asset. To segregate out the values by an analysis 
of the two financing companies would involve the use of assumptions 
upon which it is hardly possible that any two persons would agree.* 

Another difficulty arises from the fact that the principal franchises 
under which the United Railroads uses the streets of San Francisco 
are soon to expire. The vital ones expire in from eleven to twelve 
years. It is impossible to foresee what will happen to the company 
at the end of that time. It may be that the city will renew the fran- 
chises ; it may be that the United Railroads system will become a part 
of the municipal railway. These uncertainties are reflected in the 
market price of the bonds. 

The outstanding bonds and notes of the United Railroads, for which 
a direct valuation by quotations can be had, were worth on the average 
for the fifteen months, in round numbers, $25,250,000. The prices 
have varied greatly during the fifteen months. It is claimed that since 
the larger issues of bonds were selling early in July as low as $30 on 
the hundred that the bonds at that figure represent all the value there 
is to this company's property. But on careful analysis the case does 
not appear to he so bad as this. There is an annual surplus avail- 
able for dividends or betterments after paying all interest and taxes, 
including also the depreciation charge of $550,000 per annum which 
the railroad commission has recently required. This surplus amounts 

'The foregoing statement was written before the announcement In the public presB 
of the plans for reorganization, July 23, 191B. 
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to something like $350,000. If, in view of the uncertainty of the life 
of the company, we capitalize this at the high rate of twelve per cent, 
it would be worth $3,000,000. There i8 also the possibility of some 
salvage on cars and the like in ease of the dissolution of the company. 
There is, farther, some value in the minor franchises which have a 
longer time to run. 

It appears that the United Railroads is practically certain to earn, 
over and above operating expenses, about $3,000,000 ft year for the 
next twelve years. The present value of $3,000,000 a year for twelve 
years at six per cent is a little over $25,000,000, or almost exactly the 
market value of the bonds. It seems clear, then, that this is the mini- 
mum value of the property. In fixing the value at $29,700,000, we 
have taken into consideration all the factors involved and while it is, 
in part, admittedly an estimate, it is believed that the result is as close 
to the present value as can be found.* 

Spacial cam. B. Large electric companies. 

All the large electric power companies, but notably the Great West- 
em Power, the Pacific Gas and Electric Company, the Pacific Light 
and Power Company and the Southern California Edison, show rela- 
tively low ratios of taxes to values, and being so large are the main 
cause of the low ratio of taxes to value shown by that group. The 
reason for this seems to be that those companies are still, to a lai^ 
extent, in the development stage and the market value of the securities 
is high for the present earnings. All of these companies have plants 
which have cost a lot of money, but which are not yet working to their 
full capacity. The investor evidently believes that the future of these 
companies is brilliant. This is the only explanation possible for the 
fact that the securities of these companies were selling on about a 
five and one-half per cent basis in the same markets in which one can 
buy good railroad bonds that will yield him from six to six and one* 
half per cent. 

These electric companies show, also, a low expense ratio and conse- 
quently a high ratio of net to gross. This makes it possible to support 
more capital for each one hundred dollars of gross receipts than is 
the case with other classes of companies which have a higher expense 
ratio. It appears, however, that as companies of this sort grow older, 
utilize their plants more nearly to capacity, and as the plants grow 
older, this condition passes away. It may, therefore, probably be 

*Since this valuation was determined upon and reported to the State Tax Com- 
tnlsalQD the reorsaiilzaClon committee of the United Railroads haa arrived at a sound 
value for this property of i29,500,000, Indicating the extreme care exercised In the 
flsures presented In this report. Undoubtedly the committee considered (he reduced 

earnings of 1916 which data could not appreciably enter Into 

value as of March, 1916. 
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assumed with safety that the low ratio of taxes to value is a passing 
feature with these companies. As an example of the change which 
comes with time, it may be pointed out that the ratio of taxes to value 
for the Great Western Power was 0.2684 per cent in 1912 and in 1916 
is found to be 1.0869 per cent. 

Th« uniformity in tha r«Bult«. 

One striking feature of the results of this ioTestigation, as compared 
with the similar investigation made under the auspices of the State 
Board of Equalization in 1912, is the greater uniformity in the ratios 
for the different companies in the same group. Thus the lowest tax 
ratio for railroads is 0.9205 per cent and the highest, if we except 
certain cases that are obviously anomalies, is 1.6937 per cent; the 
difference between the highest and the lowest is about 0.7 per cent, 
while in 1912 the range was from 0.3417 per cent to 1.6588 per cent, 
the difference being 1.2 per cent. In the same way, the range for 
the gas and electric group is from 0.9731 per cent to 1.7148 per cent, 
a difference of 0.7 per cent, as against a range from 0.3089 per cent to 
4.4112 per cent in 1912, with a difference of 4.1 per cent. The same 
thing is true of the telephone and telegraph companies, whose ratios 
show a range from 1.0250 per cent to 1.8040 per cent, a difference of 
0.779 per cent, as against a range in 1912 from 0.6286 per cent to 2.5014 
per cent, a difference of 1.9 per cent. 

The reasons for the greater uniformity found seem to be two. First, 
we have the work and influence of the railroad commission in the 
direction of uniformity and accuracy of accounting. The accounts 
now show more nearly the true state of affairs than they did in 1912. 
The change is illustrated by Decision No. 2397 of that commission, in 
which exception was taken to the setting up of a "surplus" by the 
United Railroads of $1,200,000 to take the place of like amount of 
stock canceled, despite the fact that the stock canceled had very little 
real value. Many such fictitious items, formerly carried under the 
theory that they were necessary in order to make the books balance, 
have been eliminated from the accounts by the railroad commission, 
and as a result it is more feasible to arrive at the true values behind 
the figures than it was in 1912. 

Second, the state of the investment market is such that the investor 
is more cautious than he used to be and he demands a clear showing 
of sound values. He has, moreover, better opportunities than ever 
before, of getting information as to the facts that lie behind the glow- 
ing prospectuses sometimes published. It appears now that there was 
some "water" in the values of the companies as found by the quota- 
tions of the stocks in 1912. 



^dbyCoOglc 



REPORT CP STATE TAX COMMISSION. 31 

In 1912 it appeared, generally speaking, that the gross receipts tax 
imposed a heavier burden on the small companies than on the large. 
If that were ever true, and it now seems more than likely that the 
showing was misleading, resulting from the causes just discussed, it 
is no longer true today. 



The rate of interest, that is, the cost of money, was higher during 
the fifteen months included than it was in 1912, and consequently one 
would expect to find the prices of securities lower. How much this 
has affected our figures it is not possible to say, because the under- 
lying properties have changed also in the interval. A comparison of 
some of these securities representing properties that have not changed 
much seems to show a drop in prices of from three to four per cent. 
Thus, for example, the stock of the Santa Fe was rated in the investi- 
gation of 1912 at 101, and in the present investigation shows an 
average price of 97.6. The aggregate value of the property of the 
Santa Fe in California has shrunk from $88,900,000 in 1912 to $80,- 
500.000 in 1916, while that of the Southern Pacific has also fallen from 
$289,900,000 to $255,900,000, This shinkage is not all due to the fall 
in the prices of the securities. It is due in part also to the diversion 
of traffic by the Panama canal, which, together with other causes such 
as the growth of population in the Rocky Mountain states, has lessened 
the proportion of the total business of these companies which is done 
in California. Thus, in 1912, 16.7 per cent of all the business of the 
Santa Fe was done in California, now it is only 15.6 per cent; while 
that of the Southern Pacific was 48.7 per cent Californian in 1912 and 
is now only 44.3 per cent. 



It was the intent of the legislature in 1915, when it last readjusted 
the rates of the gross receipts taxes, to impose on all classes of com- 
panies a tax that should be, as nearly as possible, equal to 1.20 per 
cent of the value of the property used. In so far as the stock and 
bond value is at all an indication of the values of the properties used, 
it would appear from the first table that this intent was more than 
realized on the average for all companies, but that in no one class 
was it exactly reached. By that standard the railroads are ten one- 
hundredths of one per cent too high, the gas and electric companies 
are low, but that may be attributed in part to the special factors dis- 
cussed above. The rates on the telephone and telegraph companies are 
higher than it was intended to make them by_ nearly twenty one- 
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hundredths of one per cent, those on the express companies very much 
higher still, namely, too high by over one per cent, and those on the car 
companies are the nearest to the intended tax. 

Tha haavy tax on 

With regard to the express companies, the reason why the tax ratio 
is so high is well known. Those companies are suffering from the 
competition of the parcels post and have not yet recovered from the 
reduction of their rates of service by the interstate commerce commis- 
sion and the state railroad commission. The tax rate fixed before these 
causes had reduced the values of the stocks should now be readjusted 
to meet the new conditions. 

Strevt railway taxaa. 

With regard to groups within the main groups it is necessary to 
make a brief comment on the street and electric railways generally. 
These companies in California are at present laboring under diffi- 
oulties. Not only has automobile competition destroyed the hopes of 
rapid growth of revenues that were once entertained, but many of 
them are laboring under a load of bond interest that is too great to 
carry. Since this condition has been publicly laid to the door of 
alleged excessive taxation, it is proper for us to comment on it. Thus 
the committee on the reorganization of the San Francisco-Oakland 
Terminal Railways {the Key Route system, with allied street railways) 
says iu its circular: 

"Street railway companies in California must be relieved from 
the present excessive burden of taxation. These companies are 
required to pay to the state a direct tax amounting to 5J per cent 
of gross earnings. This tax, however, does not relieve them from 
the obligations of their local franchises, which usually require a 
payment to the municipality issuing the franchise amounting to 
2 per cent of the gross earnings, plus an obligation to do street 
paving which under existing standards, absorbs approximately 
5 per cent of the gross earnings. • • • This is a burden which 
a street railway company operating under a five cent fare, with 
universal transfers and paying present day rates of wages and 
prices for materials, cannot meet except possibly under unusual 
conditions which do not exist in this case." 

In answer to this it may be pointed out that while some of the street 
railways do show a higher ratio of taxes to value than some of the 
other companies, the difference is not great enough to be destructive 
and is due to the fact that the stock and bond values are low on 
account of the financial difficulties of those companies, difficulties that 
originated in bad methods of finance. The statement is particularly 
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unfair in that it adds to the taxes proper certain payments that are 
not taxes. The payments under the franchises are strictly rentals for 
the streets, public property leased to lie companies, and the repairs 
are such as are commonly required from every tenant of leased prop- 
erty. But whatever the cause, the fact remains that every enterprise 
must pay taxes and should hear a burden as nearly as may be equal 
to that borne by the general run of taxpayers. 



The stock and bond method of valuing public utilities gives a result 
which has a definite and a single meaning, and which must be used 
within the limits of that meaning. It should not be taken to mean 
something different, nor something more or less than it does mean. 
It expresses the value of the public utility as a unit and as a going 
concern, with reference, primarily, to its present earnings and to 
expected future earnings, and also to the character of its plant and 
of its management. It is the value as determined primarily by the 
investors who own its securities. 

Other methods of valuation of public utilities will give different 
results, each of which has likewise its own peculiar significance. Other 
methods that have been used are based either on the capitalization of 
the net earnings or on some appraisement of the physical and fran- 
chise pro[)erties. 

The uae of round numbers. 

The fallowing tables set forth in detail the results of the investiga- 
tion. It will be noted that the values are given in round numbers. 
The computations were carried out in detail down to the last dollar. 
But in tabulating the results the figures were taken to the nearest 
thousand, except in the case of very small companies where the drop- 
ping of the hundreds would have made a proportionately large dif- 
ference in the result. It is held that to carry the hundreds, tens and 
units in estimates running into the millions lends only a specious 
appearance of accuracy to estimates that are not in their nature accu- 
rate in such detail. The use of round numbers does not, however, 
mean that the estimates were not made with all possible care. 

Data on filo. 

Copies of the original reports, all the quotations collected, all other 
data used, the correspondence with tax agents and with the companies, 
all the original tabulations and computations made in preparing this 
part of the report are on file in the office of the Tax Commission. 
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RAILROAD AND STREET RAILWAY COMPANIES. 
Stock and Bond Faluation of Propertiei in California and Ralio of Taaet Thereto. 



(Bxcludlns certain companlea to which that method ol valuation c. 



COOptM 


ytiw 


T« 


EOKl. 


Amador Central Railroad Co. 


1392.000 
422.000 
80.547.000 
150,000 
123,000 
40,000 
1.300,000 

1.103.000 

45.000 

256.000 
1,105,000 
366,000 
272,000 
808.000 
200,000 

150,000 

375,000 

24,495,000 

1,200.000 

97,000 

258,000 
1,336.000 

450,000 

120,000 
3,960,000 
17,367,000 
1,800,000 

808,000 
35,800,000 

550,000 
1.600,000 

720.000 
65,000 

212.000 
4,400,000 

1,070,000 
18.065.000 
1,560,000 

13,290,000 

310.000 

340,000 

1,490.000 

255,876,000 

90,000 
875.000 

100.000 


H596 00 
4.689 68 
1,015,395 14 
1,661 34 
1,678 82 
486 56 
23,562 52 

12,734 62 

483 32 

a223 66 
14,661 78 
5,289 80 

3.368 06 
11,960 38 

3,357 20 

2,07144 
4,085 50 
319.272 76 
15,473 12 
1,721 22 

9,363 08 
17.386 80 

7.369 08 
I,4;K30 

41,532 58 

209,081 96 

31,558 70 

10,656 02 

461,310 50 

5,177 84 

15,003 22 

8,507 22 

784 56 

3,590 72 

54,536 78 

11,911 40 
242.372 86 
17.664 86 

190,175 22 

4,095 52 

4,819 68 

17,021 24 

3.313,633 24 

1,208 36 
10.732 40 

1,035 82 


1.1724 


Atclilson, Topeica and Santa Fe Ry. Co 

Bay Point and Clayton Railroad Co. 


1.2606 
1.1075 


Bucksport and Elk River Railroad Co. 

Oalllornla Street Cable Railroad Co.t 

California Western Railroad and Navlga- 


1J414 
I.S0S7 


Camino. Placerviile and Late Tahoe Rall- 




Cemeot. Tolenas and Tidewater Railroad 
















Fresno Traction Co.t 


1.4802 


Lake Tahoe Railway and Transportation 




Lob Angelea and San Diego Beach Ry. Co.f- 
LoH Angeles Railway Corporatlont 


1.0894 
1.3045 


Monterey and Paelflc Grove Railway Co.t—. 
Mt. Tamalpals and Muir Woods Railroad 


1.7744 


Nevada. California and Oregon Hallway Co. 
Nevada County Narrow Gauge Railroad Co. 

Nevada County Traction Co. 

Northern Electric Railway Co. 


1.3014 

1.6375 
1.1886 
1.0488 


Oakland. Antloch and Eastern Hallway Co.. 


1.7532 






Palaro Valley Consolidated Railroad Co... 

Peninsular Railway Go 

Petaluma and Santa Rosa Railway Co 


0.9414 
0.9395 
1.1816 


Riverside. Klalto and Pacific Railroad Co.. 


1.6937 


San Francisco, Napa and Oallstoea Hall- 
way Co 

San Francisco-Oakland Terminal Railways 


1.1132 
13402 


San Pedro, Los Angeles and Salt Lake 
Railroad Co 

Santa Barbara Suburban Railway Co.f 


1.4309 
1.3211 






Southern Pacific Co. 

South San Francisco Railroad and Power 


13^ 






Stockton Terminal and Eastern Railroad 
Co 


1.0358 
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RAILROAD AND STREET RAILWAY COMPANIES— Continued. 



i^ugar Pine Railway Co, 1300,000 

Sunset Hallway Co ! 1,300,000 . 

Tidewater Southern Railway Co. 330,000 

Tonopah and Tidewater Railroad Oo 1,504,000 

Union Traction Co.f ' 250,000 j 

United Bailroada o( San Praneiscot 29,700.000 i 

Visalla Electric Railroad Co. 300,000 ' 

Western Pacific Railway Oo.t 8.064,000 I 

ToBcmlte Valley Railroad Co 1,827,000 : 

Yreka Railroad Oo. 67,000 | 

Totals 1519,620.000 i 



C2.761 43 ' 
15.653 38 
4,377 78 I 
18,097 58 ! 
3.196 98 I 
419.939 24 i 

4.507 87 

154,514 18 

23.212 44 

1,109 66 



•On account at the exposition the receipts of this road In 1916 
the average of the five precedins years. Normally the tax ratio is a! 
tStreet rati ways. 
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QA6 AND ELECTRIC COMPANIES. 
Btock and Bond Valuation of ProperCiea in California and Ratio of Taveg Thereto. 
(Bxcludlng- certain companies to which that method of valuation can not be applied.) 



Alta District Gas Co. $26,800 

Alturas Electric Power Co. ■ 73,000 

Amador Electric Light and Power Co 137,000 

Bishop Light and Power Co. 48,000 

California Natural Gas Co __.. 1,005,000 

Oallfornla Telephone and I<Igbt Co. (elec- 
tric division) _- 354,000 

Oallstoea Electric Co 42,000 

Central Calllornla Gas Co ' 486,000 

Central Natural Gas Co ' 26,000 

Citrus Belt Gas Co : ■ 398,000 

Coachella Valley Ice and Electric Go. I 

(electric division) ■ 28,000 

Coast Counties Gas and Electric Co, ' 1,690,000 

Coast Valleys Gag and Electric Co ■ 870,000 

Corona Gas and Electric Light Co ' 96,000 

Economic Gaa Co. ; 570,000 

Port Bragg Electric Co ' 100.000 

Fowler Gae Corporation 15,000 

Great Western Power Co. ' 16,887,000 

Half Moon Bay Light and Power Co 66,000 

Hanford Gas and Power Co. 77,000 

Hemet-San Jacinto Gas Co, - 45,000 

H G. Lacey Co. (electric division) _ 300,000 

Bolton Power Co 675,000 

Imperial Valley Gas Co. _ ' 190,000 

Lassen Electric Co, 40,000 

Lompoc Light and Power Co ) 56.000 

Long Beach Consolidated Gas Co 950,000 

Los Angeles Gas and Electric Corporation , 17,630,000 

Madera Gas Co _' 35,000 

Mendocino Electric Co. 25,000 

Middle Yuba Hydroelectric Power Co. ' 90,000 

Midland Counties Public Service Corpo-i 

ration I 800,000 

Midway Gaa Co. | 1,500,000 

Modesto Gas. Light, Coal and Coke Co ; 162,000 

Mt. Konoetl Light and Power Go i 70,000 

Mt. Whitney Power and Electric Oo.*^- 3,470,000 

Napa Valley Electric Co. _ 96,000 

Needles Gas and Electric Go. (electric I 

division) - - ' 131,000 

Northern Oalllornla Power Co., Cons I 3,700,000 

Oakdale Gas Co _ I 50,000 

Oceanside Electric and Gas Co j 27,000 

Ontario Power Co i 465,000 

Ontario-Upland Gas Co ! 115,000 

Oro Electric Corporation _' 611,000 

Oro Water, Light and Power Co ' 200,000 

Paeifle Gaa and Electric Co ' 91,040,000 

PaciAc Light and Power Corporation ! 15,650,000 

Palo Alto Gas Co. _ I 208,000 

Rlalto Light, Power and Water Co i 27,500 

Sacramento Gas Co, i 500,000 

San Diego Consolidated Gas and Electric i 

Co I 6.717,000 



$362 66 
767 28 1 
1,85192 
704 44 . 
12,427 14 


1,3532 
1,0510 
1,3517 
1,4675 
1.2365 


3.818 OS 
483 H 
4,457 28 


1,0780 
l,l5tS 
0,9171 



17,598 66 


1.W11 


10,655 24 


1,2247 


1,279 44 


1.3327 




1,6549 


1,460 06 


1,4601 


184 96 




183,578 58 


1.0869 


824 72 


1.2496 






530 26 


1.1783 


4.273 72 


1,4244 


10,114 94 


1,4985 


2,218 34 


1,1675 


685 99 


1,7148 


653 48 


1.1669 


12.757 20 


1,3428 


224.114 86 


1,2355 



iai87 40 
21,897 94 
2,201 20 



1,764 95 


1.2732 


37,301 50 


1.0081 


572 12 


1.1442 


372 92 


1,3811 


5,261 38 


1.1315 


1,598 78 


1.3902 


7,107 68 


1.1633 


3,420 38 


1,7102 


934,094 86 


1,0265 


154,370 40 


0,9884 


2.816 30 




388 08 


1.4112 


6.622 68 


1.3245 
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Conwiiw YUm 


Tu 


"*™t 




$7,862,000 

1,363.000 

189,000 

6,225.000 

600.000 

25.174.000 

3,250,000 

1.020.000 

2,178,000 

45,000 

26,000 

51.000 

45,000 

220.000 

500,000 

320,000 

773,000 

22,000 

120,000 

6,350,000 


$91,691 96 

16,867 50 

2,473 44 

64,018 24 

7,068 20 

248.295 00 

46.307 22 

12,662 46 

27,464 18 

534 78 

361 04 

723 04 

515 48 

2.744 14 

6,650 76 

4,352 30 

10,38168 

250 58 

1,447 50 

61.792 76 
















Saow Mountain Water and Power Oo. 


1.1780 






Southern Counties Qas Co. ol Oalilornia.. 


1.2414 


Truekee Electric Light and Power Co 

Tuoluinno Transmission Co. 

Turlocb Gas Co 


1.1884 
1.4441 
1.4177 










Tallejo Electric Light and Power Co 


1.3601 










Western States Qas and Electric Co 


05731 




^24,902,300 


$2,438,576 64 









•Includes Tulare County Power Company. 

tincludea Bakerefleld and Kem Electric Railway. 

tlncludea California business of the Nevada- California Power Company. 
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Calaveras Telephone Co 

CalltornlB Telephone and Light Co. (tele- 

phoDe division) 

Central Telephone Oo. 

Chetco Southern Telephone Oo 

Ooflchella Valley Home Telephone and 

Telegraph Oo 

Coltax Telephone Exchange 

Colusa County Telephone Co 

Consolidated Utilities Co 

Corona Union Telephone and Telegraph Oo. 

Del Norte Peoples Telephone Co 

Dos Paloa Telephone Co 

Downey Home Telephone and Telegraph Co. 
Ducor-Oallfornla Hot Springs Telephone 

and Telegraph Co „ 

Eel River and Southern Telephone Co 

Empire Telephone Co. 

Fowler Independent Telephone Co 

GUroy Telephone Co 

Glenn County Telephone Co. (The) 

Gugllelmettl Rural Telephone Oo. 

Happy Valley Telephone Oo. 

Herbert Bass Telephone Oo 

Home Telephone and Telegraph Co. (Los 

Angeles) . 

Home Telephone Company of Covlna ! 

Home Telephone and Telegraph Company 

ol Pasadena 

Home Telephone and Telegraph Company 

of Santa Barbara 

Imperial Telephone Co 

Interstate Telegraph Oo 

Herman Telephone Co 

Kern Mutual Telephone Oo.„ 

Lindsay Home Telephone and Telegraph 

Oo. _ 

Los Gatoa Telephone Co._ __ 

Lost Hills Telephone and Telegraph Co.,.. 
Marconi Wireless Telegraph Company ol 

America „ ' 

Monrovia Telephone and Telegraph Co 

Nevada. Calitornia and Oregon Telephone 

and Telegraph Co. 

New Freeport Telephone and Telegraph Co. 
Northern Trinity Telephone and Telegraph 

Oo. - - 

Ontario and Upland Telephone Oo 

Oxnard Home Telephone Oo. 

The Paclllc Telephone and Telegraph Co.,,. 

Placer County Telephone Co 

Pomona Valley Telephone and Telegraph ', 

Rodondo Home Telephone Oo 

Reedley Telephone Oo _ 

Riverside Home Telephone and Telegraph 



$8,000 


199 66 ' 


1JI457 


220,000 


2,255 18 ' 


1.0250 


15,000 


180 04 1 


1.2000 


5.000 


72 78 ! 


1.4556 


10,000 


135 20 \ 


13520 


7.700 


86 40 i 


1.1221 


90,000 


1,307 16 : 


1.4524 


58,400 


718 36 ' 


1.2300 


58,000 


666 46 


1.1490 


18,000 


253 56 


1.4086 


10,000 


138 16 


1.3816 


40,000 


578 72 


1.4468 


4,500 


64 20 ' 


1.4266 


25,000 


357 02 , 


1.4280 


3,000 


42 12 


1.4040 



27,700 
33,700 
50,000 
6,000 



87,700 

8,400 : 

170,000 ! 



2.000 
140,000 
75,000 



5,116 70 
2,798 66 : 
1,070 42 : 



354 94 I 
585 72 I 
129 12 



1,011 86 ! 
24 94 i 



337 74 
1,052 30 ■ 



1.2199 
1.3961 
12723 

1.4197 
1.3928 
1.1738 

1.2747 



1.2470 
1^991 
1.1814 
1.3767 
15434 
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$29.BM 

3.450 
370,000 
26,000 
59,000 
166,500 
40,000 
26,000 
19,000 

21,000 
300,000 

48,000 

538,000 

1,160,000 

19.600 

2,212,000 

127,000 
8.500 


t39S20 
47 40 

6,564 64 
365 44 
720 92 

2,212 22 
539 B4 
382 32 
260 36 

236 94 
1583 16 

766 98 

7.074 26 

14.023 IS 

256 70 

39,904 60 

1.89104 
11128 


1.3498 






San Fernando Telephone and Telesrapti Co. 
San Fernando Yalley Home Telephone Co. 
Santa Monica Bay Home Telephone Go 


1.4055 
1.2219 
1.3281 


Sierra Madre Telephone and Telegraph Oo. 


1.4704 
1.3684 


Smeltzer Home Telephone and Telegraph 








The Tulare Home Telephone and Tele- 




Union Home Telephone and Telegraph 




United States Long Distance Telephone 












Whittier Home Telephone and Telegraph 


1.4890 


Wlllits Telephone and Telegraph Co 


i.3on 




160.714.250 


$848.790 92 









EXPRESS COMPANIES. 
8tock and Bond Valuation of Properiieg in California and Ratio of Taxe* Thereto. 
(Ebccludlns certain companies to which that method of valuation can not be apDlled.) 



c..,.„ 


V.lut 


T„ 


wienil 




(132,000 
3.573.000 


$3,012 84 
8a941 44 












Totals 


13,705,000 


$83,954 28 









CAR COMPANIES. 

Btocic and Bond Valuation of Propertiet in California and Ratio of Taaei Thereto, 
(Excluding certain companlea to which that method of valuation can not be applied.) 



Comiwni 


y^» 


T" ^^, 




$1,825,000 
8,840,000 


$29,352 80 
121.942 22 














$11,665,000 


$151,295 03 
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Th« cate of the 

•hort lina railroads. 

Unquestionably the gross receipt tax falls with considerable inequity 
between the railroads in tlie same manner as it does between other 
public utiliti&s. Aa a result of the investigation by this commission, 
the range of the ratio or burden of tax on railroads is from .9205 up to 
1.9161. In one exceptional case the ratio ran up to 3.6291. Accord- 
ing to our figures the tax uniformly falls heavier upon the smaller or 
short line railroads. This is but one of the inequalities which develop 
under the present system of taxation and which continue because of 
the fact that the detail of the tax system is embodied in the constitution 
of the state and can not be changed by legislative action. 

We give an excerpt from a statement made by Mr. D. M. Swobe, 
representing an organization of many of the short line railroads of 
the state: 

State Tax Commission, 

Sacramento, Cal. 
Gentlemen : 

"It is a well known fact and recognized by many of the railroad 
commissions in the western states that the development of the 
interior of the country falls to the lot of the short line railroads. 
Trunk lines follow the course of least resistance between large pro- 
ducing and large consuming centers but the short lines are the 
pioneers of opening up the sparsely settled country far into the 
interior and therefore they have no expensive terminal facilities 
which are exempt from local taxation. 

"The short lines operate, as I have said, through a sparsely set- 
tled country producing a small tonnage, and generally through a 
barren or mountainous country where operating expenses are 
extremely high, and due to their remoteness from the market their 
necessary supplies are much higher than those of a trunk line 
serving the large markets by their own rails; therefore the rates 
on the short lines, due to the extremely heavy operating cost and 
small volume of traffic, are of necessity much higher than those 
of the trunk lines. Their net earnings after deduction of their 
operating cost are extremely low and in a majority of cases in 
California, in the "red." Many of our short lines were originally 
plant facilities and have become common carriers in order to build 
up and develop the country they serve. There is very little induce- 
ment under the present method of taxation for any plant facility 
to become a common carrier, for if they are to meet their operating 
cost in any way they mtist of necessity have high rates, and there- 
fore I believe it is clearly shown that a tax on the gross earnings 
of such lines works a great injustice. If this tax could be made 
to apply on the net earnings in ease of the short lines, or a percent- 
age of their gross much less than the present rate, it would be no 
more than equitable. I am satisfied that this principle would be 
admitted by any one familiar with the present basis of taxation 
of the short lines." 

Respectfully yours, 
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Double taxation 
of public utiJitiei. 

In connection with the light, heat and power companies there has 
been drawn to our attention a matter of what is claimed to be double 
taxation. Simply stated, it is that the power generated by the develop- 
ing company is sold to a second company, the state getting a tax upon 
the gross amount of the sale. The same power is then sold by the 
second company to a third party, and the state gets a tax upon the 
gross, which includes a charge for the original price of the power 
received from the first sale plus the gross profit made by the second 
company in handling the product the second time. This action, in 
some instances, takes place three or four times, the same power or 
property being used in the different transactions. 

The result of this is demonstrated by using the example of a street 
railway company, which has a property value of $100,000,000, from 
which it realizes gross receipts amounting to $20,000,000. The state 
tax upon the $20,000,000 at the present rate would be $1,050,000. 
Supposing, then, that the railway company disposes of its generating 
property, worth $20,000,000, and purchases its power from the power 
company, and that the street railway company still receives gross 
receipts amounting to $20,000,000 from a property value of $80,000,000, 
it would still be paying a $1,050,000 state tax, and the power company 
which sells to it and had purchased the $20,000,000 property, would be 
paying a tax on the gross receipts from the property which originally 
belonged to the street railway company, amounting, we will say, to 
$105,000, on the basis of $2,000,000 gross receipts. We would then 
have a condition where the original property, worth $100,000,000, 
would, in the- one instance, bear a tax of $1,050,000, and in the second 
instance the identical property bearing a tax of $1,155,000. It is 
claimed, and with some justice, we believe, that this would bring a double 
taxation of property value. 

This is not exactly identical to other cases of double taxation which 
are provided for, as in the case of the railroads, where deduction is 
made from the gross receipts for subsidiary companies, but it is practi- 
cally identical in its effect. 

It would seem reasonable, therefore, tliat the company buying power 
under these conditions should be allowed to deduct the cost of that 
power from its total receipts in establishing the taxable gross receipts. 

Bank* maka plaa 
for lower rate. 

We append to this discussion a statement made by the tax committee 
of the California Bankers Association relative to their contention 
regarding the rate of taxation on banks. 

4—27102 ^ 
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The position that the banks take is that in paying at the rate of 1.2 
per cent on their capital, surplus and undivided profits they are paying 
considerably more than their fair share of the public burden. They 
maintain, and rightly, we believe, that the deduction of simply the 
assessed value from the total of the capital, surplus and undivided 
profits leaves an element of double taxation in that other property is 
not taxed at its full cash value, and the deduction of a lesser amount 
than the full cash value of the property which is taxed locally leaves 
a difference between the assessed value and the true value of bank real 
estate which is assessed twice inasmuch as the rate established by the 
constitution is fixed on the basis of an assessment at full value. 

The admission, however, on the part of this commission of this 
inequality does not alter the findings of the commission that the 
present rate applied to banks is proper and just. All, or practically 
all, of the property of banks lies within incorporated cities. The 
burden of taxation within the cities is considerably more than the 
burden of taxation outside. According to figures compiled by this 
commission the burden of tax inside of incorporated cities is approxi- 
mately 1.44 per cent, or $1.44 on the $100 of value. The figures 
submitted by the committee of the California Bankers Association, 
which we believe are substantially correct, show that the average rate 
of tax paid by the hanks to the state, including the discrepancies above 
mentioned, is $1,426 on the $100 of value. This being the case, we 
can not see where injury is being done to the banks by the present 
rate which is applied to their total capital, surplus and undivided 
profits. 



Herewith is presented the argument on the taxation of banks pre- 
pared by the taxation committee of the California Bankers Association 
as submitted to this commission : 

To the Eonorahle State Tax Commission, 

Sacra/imnto, California. 
Gentlemen : 

It is taken to be the purpose of your commission to recommend, and 
of the legislature to enact, those rates of taxation on the properties 
reserved by the state under Constitutional Amendment No. 1 which 
will equalize as nearly as possible the whole public burden, state and 
local. 

To this end, you have made an exhaustive examination into the 
conditions of local taxation in order to determine the average, or basic 
ratio, of taxes to the true value of common forms of property, as 
the measure for an equitable adjustment of state tax rates. It is your 
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conclusion that the average ratio of taxes to true value io the state 
at large is approximately 1.25 per cent, or $1.25 on each $100. This 
figure being established, the tax rates controlled by the legislature 
are to be fixed so that the properties taxed by the state, in whole or 
in part, shall pay at approximately the same ratio. 

For the purposes of this demonstration, the banks assume that the 
findings of the commission respecting the basic rate are correct, and 
that the common forms of property throughout the state are now 
paying at the rate of $1.25 on each $100 of true value. 

In contrast to this figure, the banks are able to show that they are 
now paying in state and local faxes and in contributions to the support 
of the State Banking Department, the equivalent of $1,426 on each 
$100 of accurately-measured true value — accurately measured, because 
at all times the true taxable value of a bank can be found by adding 
together the three items of capital, surplus and undivided profits as 
carried on its books. 

This figure of $1,426, the detail of which is shown in the accompany- 
ing table (Chart I) and in the more complete data filed with your 
commission, is based on the taxes actually paid by 615 banks, with a 
combined capital, surplus and undivided profits of $191,190,997, during 
the fiscal year 1915-1916. Greatest care was exercised in collecting 
and compiling the statistics from which the average rate was computed. 

The taxes of every bank in the state, with the exception of 80 state 
banks (sixty-eight of which were inadvertently omitted from the list 
of banks from which returns were requested) and seven national banks, 
are included in the calculations. Although it is not believed the 
figures from these missing banks will affect the result, they will be 
assembled as soon as possible and submitted to your Honorable Com- 



In order to explain clearly how it comes about that the banks are 
paying in state and local taxes the equivalent of $1,426 on each $100, 
there is set down here a brief description of the plan of baak taxation 
in California, and how that plan works out in practice. 

It is provided in the constitution (Article XIII, Section 14} that 
there shall be levied annually by the state a tax of 1.2 per cent, on the 
book value, i. e., the capital, surplus and undivided profits, of bank 
stock, less the assessed value of any real estate owned by the bank, 
which real estate is taxed at the local rate for the benefit of the political 
subdivision wherein it is situated. 

Thus, the constitution recognizes that the entire value of a bank is 
the sum of its capital, surplus and undivided profits, and it seeks 
to prevent double taxation by providing that a part of this value shall 
be subject to taxation by the state and a part shall be subject to 
taxation by local subdivisions. 
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AltboQgli the constitution evidently intends that the whole value 
shall be taxed but once, and in the same proportion as other forms of 
property, this intention is not given effect, owing to the universal 
practice of assessing the real estate at one-half or less of its true cash 
value, or in other words, at one-half or less of the value at which it 
normally stands on the books of the hank which owns it. The result 
is that the banks are taxed at the high local rates on their real estate, 
and then are allowed to deduct only the assessed value, instead of 
the true value, in computing the taxable base to which the state rate 
applies. 

By way of illustration, assume a bank with a total capital, surplus 
and undivided profits amounting to $1,000,000, which owns real estate 
worth $196,000 and carried on its books at that amount (following the 
average proportion of real estate to total capital, surplus and undivided 
profits of the banks of California). 

If this real estate were assessed for local taxation at its true cash 
value, as the law requires (Section 3627 Political Code), and assuming 
of course that all other real estate was assessed on a full cash value 
basis, this typical bank would pay a tax on its real estate into the 
local treasury, and after deducting that amount of its book value 
represented by such locally taxed real estate, it would pay on the 
remainder, or $804,000, a tax to the state of 1,2 per cent. 

In actual practice, however, the real estate of this typical bank is 
not assessed at its full cash value, as the law requires, but at an average 
of 46 per cent thereof, or $90,160. It is obvious that the assessment 
of its real estate at a fraction of true value, when universally practiced, 
does not ireduee the amount of the local tax which a bank pays, but it 
does have this effect : In computing the taxable base to which the 
state rate applies, only 46 per cent of the full value of the real estate 
can be deducted from the capital, surplus and undivided profits, leaving 
$909,840 subject to the state tax of 1.2 per cent. 

As a result, the total taxes of this typical bank are increased by 
$1,270, or 1.2 per cent, of the difference between the true value and 
the assessed value of its real estate. This margin between the assessed 
and the true value of real estate owned by banks is taxed twice — in 
violation of the spirit, if not of the letter, of the constitution. 

When to the double taxation of this margin, as shown in the example 
above, there is added the assessments levied for the support of the State 
Banking Department, the result is a burden in taxes, which, divided 
by the combined capital, surplus and undivided profits of all of the 
banks whose reports are included in the accompanying summary, 
results in a rate of $1,426 on each $100 of the true book value. 

Bearing in mind the foregoing explanation of the plan of bank 
taxation, it is possible to compute from the accompanying summaries 
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the several elements which make np the total rate of $1,426 paid by 
the banks in the year 1915-1916. The combined capital, surplus and 
undivided profits of the 615 banks whose reports are included here 
amounted to $191,190,997 ; their real estate was assessed at $17,320,783 
and was carried on their books at $37,453,177 ; they paid in state taxes 
$2,109,410 ; in local taxes, $535,849, and to the State Banking Depai-t- 
ment $80,901, making a total tax bill of $2,726,160. (Charts I and II.) 
The rate of $1,426 on each $100 of value, paid by the banks in 1915- 
1916, was made up of the following elements : 

(1) The normal state tax of 1.2 p«r cent on the com- 

bined capital, Burplua and undivided profits, 
after deducting the true value, instead of the 
assessed value, of local real estate $1,884,853 00 .9S« 

(2) The additional tax actually paid to the state, by 

reason of the fact that the asaessed valne, and 
not the true value, of real estate was deducted 
froni capital, surplus and undivided profits 224,557 00 ,118 

(3) The normal local real estate tax, at the then 

arerage ratio of 1.22 per cent of true value 456,928 00 .239 

X4) The balance of the local real estate tai, accounted 
for by the fact that most banks are located in 
incorporated cities and therefore pay higher 



Combined capital, surplus and profits ?191,190,997 00 

Of the five items listed above, numbers 1, 3 and 4 are proper, being 
within the intent and purpose of the constitution. They express the 
theory of the California system of bank taxation, which contemplates 
the payment of a local tax on that part of the value of a bank which is 
represented by real estate, and a state tax at the average rate on the 
remainder. The rate then paid by the banks would be $1,266 on each 
$100, or the sum of the three items. 

Item No. 2 is improper and not within the intent of the constitution. 
If the full value of bank real estate were deducted from the capital, 
surplus and undivided profits in computing the state tax, instead of the 
assessed value, the bank would be meeting their full obligations, 
although paying $225,000 a year less than they are now paying. 

Item No. 5 is improper, because the constitution specifically provides 
that aside from the local taxes on their real estate, the state tax on 
banks "shall be in lieu of all other taxes and licenses, state, county and 
municipal." 

It has sometimes been contended that the contributions for the sup- 
port of the banking department are not taxes, but fees. This may hold 
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true in part; that is, whatever part of the coDtribution from any bank 
goes to pay the cost of the periodical examinations made by the depart- 
ment of the affairs of that bank, is, in fact, in the nature of a fee. All 
the remainder is nothing but a tax. 

The distinction between a tax and a fee is drawn by Prof. Seltgman 
in his "Essays on Taxation," page 432, as follows: 

"A tax is a compulsory contribution from the person to the 
government to defray the expenses incurred in the common 
interest of all, without reference to special benefits conferred." 

"A fee is a payment to defray the cost of each recurring service 
undertaken by the government primarily in the public interest, 
but conferring a measurable special advantage on the fee-payer." 

If the banks were charged only with the cost of the examinations 
made by the banking department, each bank paying the cost of its own 
examinations, the charge would be a fee. Such charges would be con- 
siderably below the contributions now levied upon the banks for the 
support of the banking department. "The overhead" expense of that 
department should be borne by the whole public, just as the expense of 
the railroad commission is borne, by appropriation from the state's 
general fund. 

Before the legislative session of 1915, the banks paid taxes to the 
state at the rate of 1 per cent, instead of 1.2 per cent. Had the increase 
at that time been from 1 per cent to 1.05 per cent, substantial justice 
would have been done, for in that event the total rate, as computed in 
the analysis above, would have been $1.29 on each $100. 

Because the rate was raised to 1.2 per cent, instead of 1.05 per cent, 
the banks have paid in the past two years approximately, $550,000 in 
excess of their proportionate share of the public burden. 

It is with no desire to escape any part of their fair proportion of taxes 
that the banks lay these facts before your honorable commission. They 
are entirely in accord with the theory of the existing system of bank 
taxation, but would make it plain that in practice the system is in need 
of some adjustment in order to prevent injustice. 

The constitution provides that the rates fixed therein for the taxation 
of properties reserved by the state may be changed by the legislature. 
That provision was inserted in order that the legislature might con- 
tinue, as in the past, to follow the theory of "taxation in proportion 
to value" by changing the rates whenever the taxes on any class of 
property ceased to be in the same proportion to the value thereof as 
the taxes on all other forms of property from which the biennial average 
is taken. The constitution does not enjoin uniformity between the 
subjects taxed exclusively by the state. It does not, in fact, requtff 
that property taxed by the state shall pay in the same proportion' as 



byCoOgIC 



REPORT or STATE TAX COUUISSION. 47 

property taxed locally. The legislature is left free to make any 
adjustments of state tax rates which it is proper to make in diatribiitiag 
equitably the wlwle burden of taxation, etate and local. 

The legislature can, therefore, take into account the 46 per cent 
assessment of the real estate of the banks in determining the rate of 
taxation upon the remaining taxable value of bank stock for state pur- 
poses. The legislature has power to provide, in the case of the banks 
as well as in all other cases, that the aggregate taxes shall be in pro- 
portion to value, and at the same rate as the taxes on all other forms 
of property. 

The present method of taxing banks was first put into effect in 1911. 
The total taxes collected by the state from the banks each year have 
been as follows : 



WIS 1,778.3:9 00 (Rate 1 per cent) 

19U 1,831.745 00 (Hate 1 per cent) 

1915 2,226.874 00 (Rate 1.2 per cent) 

1916 2,285,923 00 (Rate 1.2 per cent) 

This shows a gross increase in five years in taxes paid to the state 
of 36.5 per cent. The net increase can be ascertained by considering 
the amount of new capital that has entered the business of banking 
in this time. The relation between the increase in banking capital and 
the increase in taxes, is shown as follows : 

1. Nationil BintcB. 



1 m. 
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i4«.na 00 








" 




2. Stite Bank!. 


Total capital and lurphia 


»ffi,4BB,™) 00 
£02,858 00 


i,oae,3Moo 


184 




n.7 



When the present system of bank taxation was first proposed, in 
1905, it was pointed out by the Commission on Revenue and Taxation 
that the banks of California were well able to pay a tax of 1 per cent 
on book value, less real estate, by reason of the abnormally high earn- 
ings of national banks in this state. Figures were quoted from the 
reports of the United States Comptroller of the (!hirrency showing that 
during the years between 1900 and 1905, national banks in California 
were earning, on an average, about 11 or 12 per cent per annum, while 
banks elsewhere in the country were earning but 6 or 8 per cent. 
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To determiue whether thia conditioD atill obtains, the comptroller's 
reports for the fiscal years ending June 30, 1910 and June 30, 1915 
wfre consulted, and the following figures obtained : 

N»tlon<l B«nk gt«tUtlc«, from United SUt«l Comptrollw's B«port«. 

Numbtr ol dsIIodbI banks Id CslilornlB 17! | Ml 

Combined capital and surplus of mdm. _ ' |W,SB1JM» 00 '■ »88,K8,B2S 00 

Net eaniiDga lor tbe year S.Ml^SO 00 | 8,018^1 00 

Bfltio of net earalnia to capital and aurplua 1 10.aD% I 8.87% 

Sitlo of D t 10 capital aad eurpliu, Sau FraDFlaco bank! i >.Oft% | G.iT% 

The following figures show how the proportion of earnings of Cali- 
fornia banks for the fiscal year ending June 30, 1915, compared with 
the proportion of earnings of all national banks, etc. : 

Year Ending June 30, 191 S. 

Average ratio for all national banks in United States 7.08 per cent 

Ratio for California banks only 6.97 per cent 

Ratio for banbs in New York state 7.26 per cent 

Ratio for banks in Ohio 7.12 per cent 

Averase ratio, all banks in PaciSc coast states 7.23 per cent 

The following figures show how the earnings of San Francisco 
national banks compare with the earnings of national banks in other 
large cities : 

Vear Ending June 30, 1915. 

Ratio tor San Francisco banks 5.27 per cent 

Ratio for New York city banks 7.77 per cent 

Ratio for Boston banks 5.88 per cent 

Ratio for Cliicago banks 8.21 per cent 

Note. — TIiprp llBiires takiTi from ifport of Comptroller of tlie Currency for 1910, 
pages 322-529: iind from report of ("omplroller of the Currency for 1915, VoL II. 
pages 376-27S. 

The case of the banks is here presented in full, free of assumptions 
and, in the belief of this committee, free of errors. The accompanying 
summaries, taken with the foregoing explanation, disclose exactly how 
and to what extent the banks are paying taxes in excess of those paid by 
the common forms of property throughout the state. They show that 
by reason of the 20 per cent increase in the state rate two years ago, 
the banks have since been paj'ing approximately $275,000 a year more 
than their fair share of the public burden; in other words, that the 
increase in 1915 should have been only 5 per cent, instead of 20 per cent. 
These facts are presented to your honorable commission, in order 
that you may be advised of the true conditions of bank taxation when 
you draft your recommendations to the legislature of 1917. 
Respectfully submitted, 

John S. Deum, 
"Vice Chairman, Taxation Committee, 
California Bankers Association. 
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ADJUSTMENT OF RATES ON PUBLIC UTILITIES. 

As a result of the investigation made by this commission the average 
burden of tax on the $100 of value on corporations is shown to be 
apprcximately the same as the average burden on general property. 
When we take into consideration that the public service and other corpo- 
rations separated for state taxation are relieved of the license tax which 
they would otherwise bear, the comparison is made on a basis of an 
average of $1.2566 for utilities and an average of $1.2219 for general 
property. The actual figures show for the present year a heavier burden 
on utilities than on other property by $0.0347 on the $100 of value. 

On this showing it might be argued by the utilities that their rates 
should be lowered. There are sufficient reasons why this should not 
be done. 

In 1913 it was found by investigation that the average burden of tax 
on general property was $1.1386 and that on public utilities $0.8789. 
The rate for general property was subsequently reduced to $1,102, This 
means that for the years 1911 and 1912 general property was paying 
$0.2231 on the $100 of value more than the utilities. 

In 1915 it was found by investigation that general property had been 
paying at the rate of $1.2183, while utility rates remained at $1,102. 
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This means that for the years 1913 and 1914 general property was 
paying $0.1163 on the $100 of value more than the utilities. 

The heavier burden of $0.0347 on utilities for 1915 and 1916 wiU in 
no wise offset the heavier burden on general property for the four years 
previous. 

It is, therefore, the findings of this commission that the average rates 
upon the gross receipts of the separated corporations are not too high. 
There is, however, some variance as between certain of the groups of 
corporations under the constitutional classification. The tax seems to 
be particularly heavy upon express companies and light on gas and 
electric companies. 

LOSS TO COUNTIES BY SEPARATION. 

Much dissension has arisen during the past three sessions of the legis- 
lature regarding the proper method of determining the loss occasioned 
to several of the counties in the state because of the withdrawal of 
railroad property from local taxation. 

San Bernardino County has been the greatest sufferer because of the 
withdrawal of this class of property and at each session of the legislature 
has been foremost in asking for additional compenaation. 

The method originally used in calculating San Bernardino's loss 
seemed to indicate that the state was returning a sufficient amount to 
recompense the county. This commission, however, was directed by the 
statute passed at the 1915 session to go into the matter of this refund 
and make report thereon. 

San Bernardino Comity was the lirst county taken up for considera- 
tion, and a proper luethod of establishing the loss was worked out. 
Up to the time of sending this report to print San Bernardino Couuty 
was the only county upon which the calculations were finished. Using 
the method established, it has been determined that San Btn-nardino 
County for the five years since 1911 is entitled to an additional reim- 
bursement. This commission recommends that appropriation be made 
to adjust this matter with the county. 

Method of detarmining 
loM of county revenues. 

The constitutional provision regarding the repayment of loss reads as 
follows : 

Until the year 1918 the state shall reimburse any and all 
counties which sustain loss of revenue by the withdrawal of rail- 
road property from county taxation for the net loss in county 
revenue occasioned by the withdrawal of railroad property from 
county taxation. The legislature shall provide for reimbursement 
from the general funds of any county to districts therein where 
loss is occasioned in such districts by the withdrawal from local, 
taxation of property taxed for state purposes only. 
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Under this, the county reimburses to the distrieta the losses sustained 
in special taxes on all of the withdrawn property known as operative 
property. The state reimburses to the counties on withdrawn railroad 
operative property only. The withdrawn property on which the state 
does not pay loss is known as nonrailroad operative. 

There can be no question, we believe, that the gross loss of revenue 
sustained by the county is the amount of taxes lost by the withdrawal 
of railroad property from general county assessment, plus the amount 
of taxes lost from general county revenue by the reimbursement to 
districts of losses of special taxes. 

The gross gain to the county is the amount of taxes which would 
have been levied for state purposes against the property which is 
taxed only for local purposes. This is known as nonoperative prop- 
erty. 

The net loss is the amount obtained by subtracting the gross gain 
from the gross loss. 

Under the constitution, the counties that make a net gain because 
of the change get the full benefit of that gain. They do not, as might 
equitably be expected, divide their gain with the counties that have 
a net loss. The state assumes all of the loss and, therefore, stands 
in the place of the rest of the counties that gain. If it were a matter 
of settlement between counties, and the property in one county was 
assessed at 30 per cent of its true value, and in another at 50 per cent 
of its true value, then before a true loss and gain could be estab- 
lished the counties must be brought to the same relative value footing, 
or, in other words, equalization must take place. If this would be 
true as between counties, so is it true as between the state and any 
county. 

Per the purpose of equalization we have used the percentage 
obtained by a comparison of the 1915 assessment figures with appraise- 
ments made in 1916 by this commission. This gives some advantage 
to the county for the back years. The percentage of assessed to true 
value was found for the state to be $41.9?1. This, divided by the 
percentage of assessed to true value in the county, will give the multiple 
to be applied to the property assessed by the county to equalize it 
with the state as a whole. 

Under the old method of taxation the state always allowed 5 per 
cent for delinquency on the total assessed value, while the conntiea 
made such allowance as they desired. In this example we have figured 
5 per cent delinquency for both county and state. 

In order to determine the total loss and gain it is necessary to find 
out what rates under the old system would have been necessary to 
raise the same amounts of taxes as have been used for state and county 
purposes. The actual county rates inside and outside can not be 
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used because when applied to the value of all property they would 
result in a much greater amount of tax than was actually raised. So 
it is necessary to establish what the rates would have been, which are 
called, for eonvenienee, "constructive rates." 

For the county it is necessary to establish two rates, the constructive 
county inside rate and the total constructive county rate outside. The 
constructive county inside rate is obtained by dividing the amount of 
taxes necessary for general county purposes by the total assessed value 
of the county. The total constructive county rate outside is obtained 
by adding to the constructive inside rate the rate obtained by dividing 
the road and other general outside taxes by the outside assessed value. 

For the state the constructive rate is found by dividing the amount 
of taxes which it would have been necessary to levy against general 
property by the assessed value of the state. 

In arriving at the amount of county taxes to be used in finding 
the county constructive rates we have taken the total amount of county 
taxes charged, to which we have added the amount of refund received 
from the state on account of bonded indebtedness prior to 1910 and 
railroad loss refund, for the reason that these amounte would have 
been raised by taxation. From this we have deducted the amount of 
taxes refunded by the county to the several districts on account of 
special taxes because this amount would not have bfeen raised by 
county taxation under the old system and constitutes a part of the 
actual loss to county revenues to be considered later. 

From the total county taxes so determined we deduct the road and 
other general outside taxes, leaving the net amount of general county 
taxes. 

In arriving at the amount of state taxes to be used in finding the 
constructive state rate we take the total corporation and franchise 
taxes and deduct therefrom (1) $400,000, representing the average 
amount which would have been obtained under the old law from insur- 
ance companies, and (2) the amount of refunds on account of railroad 
property loss and refunds on bonds prior to 1910 which would not 
have been raised for state purposes. This leaves the net amount of 
state taxes which would have been raised by an ad valorem levy. 

The county, under the constitution, makes refund to districts of 
loss sustained on the total withdrawn or operative property. The 
state can refund only on loss from withdrawn railroad property. 
Therefore, to get the amount of loss to county revenue from special 
taxes which should be considered by the state we find the percentage 
of nonrailroad operative property as compared to the total operative 
property, and deduct that percentage from the total county special 
tax loss. 
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Having detenuiaed the different factors necessary in the problem, 
the loss and gain is figured ss follows : 

The constructive county inside rate is applied to the assessed value 
of railroad property inside, giving the amount of general county taxes 
lost inside. The constructive county rate outside is applied to the 
assessed value of railroad property outside, giving the amount of 
general county taxes lost outside. These two losses are added to the 
amount of taxes refunded by the county out of the county general 
fund on account of losses in districts on special taxes. The sum of 
the three is the total county loss. 

The constructive state rate is applied to the total amount of non- 
operative property which escaped state taxation, and the result is the 
total gain to the county because of the separation. 

The amount resulting from subtracting the total gain from the 
total loss is the net loss to the county. 

THE FRANCHISE TAX. 

Under the constitution, general corporations, which are those other 
than Ihe public utilities, banks and insurance companies whose property 
is especially separated for state revenue, are assessed and taxed on their 
franchise value solely by the state for state purposes. The other prop- 
erty value of these general corporations is assessed and taxed locally. 

The franchise value is, roughly speaking, the value existing in excess 
of the physical value because of the exercise of some privilege or right. 
It is an intangible value which has defied legislators definitely to define 
and courts closely to interpret. It can be approximated only by the 
comparison nf detailed information laboriously and seientificall.v 
arranged and by the exercise of sound judgment. Without such infor- 
mation so arranged there ear be no equitable assessment of the value. 

Tbu value of the franchise varies according to the nature of the busi- 
ness and the rights and privileges. exercised. 

Practically no attempt has been made during the six years since this 
tax has been applied to classify systematically the different corpora- 
tions and determine equity as between them. 

The state is getting approximately two millions of dollars annually 
from thi.s tax. It is a tax in addition to the local property tax which 
tliese (Corporations pay and in addition to the state license tax. It is a 
tax ivhieh may be easily abused, wittingly or unwittingly, 

ImportancB of tax 

required speeiaf itudy. 

This commission believed it was of such importance that as thorough 
a study as possible should be made showing how the tax rested and how 
it could better be administered. The work has been somewhat costly, 
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fraiu the fact that duplicate copies had to be made of the returns made 
by tJie corporatioDB. 

This commission did not make an arbitrary selection of merely a few 
corporations in different classes, but made a study of the whole group 
of some eighteen thousand corporations. The reports made in 1915 
were used. After getting the duplicate record they were grouped into 
over two hundred natural classifications and the data compiled for 
each eiass. Each class was then subdivided into seven groups on the 
basis of amount of gross receipts under $10,000, $10,000 to $20,000, 
$20,000 to $50,000, $50,000 to $150,000, $150,000 to $500,000, above 
$500,000, and lastly those reporting no gross receipts. The total gross 
receipts is used as a basis because that is the most stable value returned 
and probably the most equitable base upon which to compare the burden 
of the tax. 

Ill each group, under each class is shown the total gross receipts, net 
receipts, assessed value, true value reported, franchise value, franchise 
lax and total taxes reported. In addition to this we have figured out 
whnt the license tax would have been if it had been applied in 1915, as 
it has hcen since then. 

Reiuitt of ttudy *how 
grot* inequality. 

In conformity with the law requiring secrecy regarding these indi- 
vidual reports, this commission has not denoted the name of the business 
in each class in the table appended, but has denoted them numerically. 
retaining the key. The importance of the work is the value which it 
can be to the board administering the tax and to show to those wishing 
to delve into the figures the result of the burden of the tax as it has 
been applied. The first striking result of the study is the fact that 
almost without exception, measured by every standard available, the 
tax is extremely heavy on the smaller companies. This is a common 
fault in taxation, as the taxable value enlarges the perspective of the 
assessing authority contracts. There is striking difference between the 
diffirent classes, which is both modified and intensified when the char- 
acter of the business is known. Strict reliance, of course, can not be 
placed upon the figures given for the net receipts, but the comparison 
on that basis bears out the same results of gross inequality. Likewise, 
tlie figures for full value are not wholly reliable. Yet the chances are 
they average fairly well with other returns, and in these we see the 
same inequality in the measurement of the tax. 

"We pive herewith a table of several classes of corporations comprising 
different characters of business, showing percentages of franchise tax 
to gross receipts, net receipts, assessed value and full value reported. 
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STATE LICENSE TAX. 

At the session of the legislature in 1915 the state license tax on cor- 
porations was reenacted, after having been repealed in 1913 on the 
supposition that the tax was unconstitutional. Subsequent to the 
repeal in 1913, however, the supreme court reversed its first ruling and 
declared the tax to be one that could legally be levied. 

The tax is levied annually upon the basis of the amount of capital 
stock, ranging from $10 on capital stock not exceeding $10,000, np to 
$1,000 on capital stock exceeding $10,000,000. In the table appended 
to this report, showing a segregation of data on the franchise tax, we 
have included an item showing the amount of license tax which is 
levied against the different groups and classes of corporations. This 
tabulation shows that the license tax is more burdensome on the smaller 
companies when compared on the basis of gross or net receipts and 
reported full value of the property, but it is not necessarily unjust 
because of this showing. 

The tax is applied as above stated solely on the basis of capitali- 
zation, and if concerns over-capitalize for any reason, the method of 
the levy of the tax, or the existence of the tax itself, is not at fault. 
The tax, while being levied to authorize the transaction of business, 
should to some extent accomplish a restriction upon the misuse of 
their capitalization. If, therefore, the tax is burdensome because of 
over-capitalization the fault lies not with the taxing power but with the 
over-capitalizing corporations seeking protection and privilege under 
the law. 

Public utilitiea Mcapa 
licenifl tax. 

Considerable inequality does exist from the application of this tax, 
because of the fact that the tax is not applied to the public service and 
other corporations taxed exclusively for state purposes. The tax can 
not be applied to the latter corporations, and, therefore, the tax is an 
additional burden on general corporations because they pay a tax on 
their franchise value and also a tax on their property value, which is 
relatively the same burden of tax as that applied to the public utilities 
by the percentage levied upon their gross receipts. This fault can be 
remedied by fixing the percentages applied to the public utility cor- 
porations high enough to cover the additional burden reflected by the 
license tax. 

There is also some inequality existing because of the license and the 
franchise tax as between general corporations and unincorporated 
businesses. Tour commission suggests as a remedy the application of 
an income tax to individuals and unincorporated businesses only. We 
believe the license tax is a proper tax when equitably applied and 
equalized. 
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Panalty for failure 
to pay licenta tax. 

It has been pointed out frequently that the California procedure of 
forfeiture of charters of corporations because of nonpayment of the 
state tax is unusual and extremely severe, that it affects not only the 
prospect of the state finally to collect the tax and to continue collecting 
a tax from that source, but that it seriously interferes with the rights 
of individuals dealing with the corporations affected. It also has been 
pointed out that the method of revivor under our statutory provision 
is questionable. Prior to the amendment in 1908 of section seven of 
article twelve of the constitution, the legislature was powerless to 
provide for the remission of forfeiture of the charter of any corpora- 
tion, but since the adoption of that amendment there is no power 
vested in the legislature to provide for the remission of the forfeiture 
of the charter of a quasi-public corporation. 

Undoubtedly under this provision any corporation which had for- 
feited its charter before the amendment of the constitution in 1908, 
and any quasi-public corporation which has forfeited its charter since 
that time, can not legally be reinstated. The legislature, however, has 
apparently ignored this constitutional restriction and attempted, by 
an act passed at the special session of 1906, and also an act at the 
regular session of 1907, to provide for so-called revivors or restorations. 
A large number of corporations paid the sums which they were 
informed were necessary' under the law to restore them to their cor- 
porate position and have continued to pay annually the taxes imposed. 



It would seem that these attempted revivors are wholly unhathor- 
ized and invalid. If so, the injury is not only to the corporation 

itself but in many cases to sundry persona who have dealt with these 
corporations in the faith that they were legal organizations. 

Even if the fault had been with the corporation itself in tlie first 
place, it is more frequently an oversight because of confusion arising 
out of a multiple system of payment of annual taxes, rather than a 
desire to evade the payment levied against them. 

It is practically impossible for the ordinary person to have knowledse 
of all of the conditions surrounding the existence of these corporations 
or to delve into the matter of their proper conduct under the complica- 
tions of the law. The fact that each year several thousands of these 
corporations go delinquent and that upon notifications a large number 
of them promptly remit their tax, together with the penalty, showa 
that there is something wrong in the administration of the tax and that 
the penalty itself does not prevent delinquency. 
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We rwommend that provision be made whereby all corporations 
becoming delinqurDt shall be notified of the delinqaency and that addi- 
tional penalties t>e applied for eontinued delinquencies rather than an 
imm>fdiate forfeit of the charter. We would suggest that after a 
certain period of continued delinquency the state itself, throng the 
Corporation Commissioner, should step in and have authority to con- 
trol the bu.siness of the eorp.)ration to the end of meeting its proper 
obligations. 

PROBLEM OP JITNET BUS. 

Within the past few years there has suddenly arisen a questioii of 
serious com-em rezardin? the so-ealled jitney bus. motor bus and motor 
truck. At the last session of the legislature the question cansed much 
agitation and consideration on the part of both the public transporta- 
tion utilities and the jitney bus organizations. At that time the 
problf-ra was comparatively new. VerT.- little reliable data conld be 
presented for consideration. The legislature passed an act proposing 
to regulate and tai this new form of transportation, but the aet did 
not become a law, principally because of the fact that experience had 
not demonstrated whether or not it was purely a local or state matter 
for regulation and taxation. 

This commission is di.sposed to look at the problem as being primarily 
a matter of regulation; that the security and seirice to the pablic is 
more vital than the matter of the taxation of the industry. Looking 
at the matter of taxation as being secondary, these points, so far as 
the state is concerned, setm to stand out: 

First — That the entrance of this means of transportation has to 
some extent reduced the gross receipts of the street railways and rail- 
roads, causing a probable loss to state revenues of something like two 
hundred thousand dollars a year. 

Second — That the taxation by local authorities of this particular 
indu.stry has been sporadic, unequal and in some cases severe. 

Third — That this form of transportation has been declared by oar 
snpreme conrt to be a public utility coming under the jurisdiction of 
the State Railroad Commission. But it is not a utility that can be 
taxed by the state in the manner that other transportation utilities 
are taxed, because it does not fall in any of the classes of corporations 
separated under Constitutional Amendment No. 1. 

Purely from the standpoint of taxation, therefore, the jitney bos is 
a subject for local revenue. The state can come in and tax only for 
state purposes, on a basis of regulation. Localities are contianally 
being deprived of property for local taxation by the extension and 
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development of public utilities; therefore, to maintain that because 
the state is losing two hundred thousand dollars a year because of 
this new form of transportation it should levy a tax upon the jitney 
bus in order to recoup its resources is not logical or just. 

The fact that the state has an unfortunate system of taxation, which 
may be crippled because of changing conditions, such as municipal 
and government ownership or unusual developments, does not give the 
state the right arbitrarily to recover its losses. Its recourse should be 
to change its system of taxation to meet the changing conditions. 

The suggestion that a state tax he levied against the jitney bus at a 
rate equal to the state rate levied against railroads and street railways 
to compensate the state for loss of revenue occasioned by the intrusion 
of this new form of transportation, does not seem warranted, because 
the jitney bus unlike the railroads and street railways would not be 
exempted from local taxation. The cities and counties would continue 
to levy a tax upon the jitney, which would result in an unjust double 
taxation. 

With the state arbitrarily taxing the new form of transportation, 
and with each locality using its power to regulate and tax, the new 
industry would stand small chance of demonstrating whether or not it 
can develop into a better form of transportation than we now have, 
or into an auxiliary form of transportation which will augment the 
old forms of transportation in the development of our state. 

We present herewith a statement from representatives of both the 
railway and railroads and the jitney bus industry. These statements 
present in a concise way the feelings of both sides of the controversy. 
It is hard to say just where the line of justice lies as between the 
two contentions. This commission believes, however, that proper 
methods of regulation must be inaugurated and enforced before it can 
definitely be ascertained whether all or a part of the industry should be 
made a subject for state taxation. 

If the state attempts to go into the matter of taxing every form of 
endeavor that in some way affects public service enterprises, it will 
encounter a multitude of complications. The greater portion of the 
new service is carried on within the municipality or within the county. 
So long as the state adheres to the principle of separation, it should 
not put itself in a position of attempting to obtain revenue from a 
source which is legally and naturally taxable for local purposes. It 
is quite probable, however, that more uniform and better regulation 
can be had, and more equitable taxation of the peculiar industry could 
be established, if the state regulated and taxed it and properly distrib- 
uted the result of the tax. 
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STATEMENT ON BEHALF OF STREET RAILWAYS. 
State Tax Commission, 

Sacramento, Cal. 
Genti,emen : 

l''rom the figures we have obtained it is estimated that there are 
1,750 po-ealled "jitneys" competing with the electric railways in this 
state, charging a fare of five cents, and 800 interurban stages competing 
with the interurban electric and steam lines in the state. "We have no 
accurate data as to the number of freight trucks operating as common 
carriers; the number, however, is in excess of 100, not including the 
trucks privately owned and operated by wholesale and retail merchants. 

A close estimate for the year 1915 places the losses of the electric 
lines as a result of the jitney and auto bus competition, in round num- 
bers, at $3,150,000, and the losses of the steam lines at $1,140,000, & 
total of $4,290,000 ; and from the information we have gathered cover- 
ing the first six months of 1916 the indications are that the losses this 
year directly attributable to this competition will exceed $5,000,000. 

When it is considered that the gross receipts of the automobile com- 
petitors of the electric railways are now in excess of 10 per cent of the 
gross receipts accruing to the latter, it is evident that they have become 
an important factor as a source of state revenue under our present sys- 
tem of taxation. 

As the revenue and tax laws of this state require the payment to the 
state for state purposes of 5^ per cent of the gross receipts of the elec- 
tric and steam lines, it would seem proper that the automobile per- 
forming a similar public service should pay in the form of a license 
fee or otherwise to the state such an amount as would be the equivalent 
of 5J per cent of its gross receipts ; and, also, as the state, counties and 
cities, through their system of good roads and paved streets, are furnish- 
ing a free right of way and roadbed to this class of utility, some special 
compensation should be paid for these valuable privileges. 

The electric railways pay to cities percentages of their gross receipts 
varying from 1 to 3 per cent for the privilege of using streets. In 
addition to this tax they are required to pave the space between rails 
and 0(1 two feet each side thereof, and maintain the same, and the cost 
of this work will amount, in the aggregate, to 10 per cent of their gross 
eiirnings. 

The electric lines of the state are therefore paying in taxation for 
the right to do business between 15 and 17 per cent of their gross 
receipts 

The gross earnings of the average jitney may be conservatively esti- 
mated at $6.50 per day, or, in round figures, $2,000 per year. At the 
present rate paid by the electric lines for state purposes th-jir lancs oi 
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this basis would be $105 per year, or, on the basis of seating capacity 
for a Ford machine, would amount to about $25 per seat per car, 
excluding the driver's seat. Under the present motor vehicle act a 
Ford car pays $8.80 per year, and is taxed as personal property by 
the cities and counties at approximately $6 per year, making a total 
annual tax of $14.80, In some cities, however, they are paying an 
additional license tax. In San Francisco this tax is $10 per annum, in 
Los Angeles $30 per annum and in Oakland $60 per annum. In a 
number of cities they are not required to pay any license tax. 

The large stages being operated by companies with seating capacity 
varying from twenty to forty seats — having in mind the company 
operating these stages between San Francisco and San Mateo, two 
companies operating twelve stages between Los Angeles, Pomona, 
Ontario and Uplands, a company in Bakersfield operating about fifty 
stages in interurban service — are doing a very large business. The 
gross earnings of these companies will exceed the gross earnings of some 
of the smaller electric lines in the state. 

The so-called "jitney" and auto stage have been declared common 
carriers in numerous recent court decisions, and placed under the 
jurisdiction of public service commissions in nine states and the District 
of Columbia. The state of New Jersey requires the payment of 5 per 
cent of their gross earnings to cities ; in the city of New York they are 
recognized as public utilities, the owners required to obtain a franchise 
before operating and a similar payment is exacted. 

Without attempting to touch on the question of the character of 
service they are performing, or the absence of the regulation the electric 
railways are subjected to, the fact remains that they are here as a public 
utility competing with other public utilities being taxed on the basis 
of their gross receipts by the state and they should, in any equitable 
system of taxation, bear their proportionate share of the tax burden. 
Apropos of the question of taxation and regulation I quote from a 
recent decision of the Georgia railroad commission, as follows : 

The character of the business conducted by the operators of 
"jitney busses," sustains our opinion upon the jurisdictional ques- 
tion raised in this case. It is identical with that conducted in this 
and other cities of the state by street railroads. They seek the 
same patronage, over the same routes, for the same charges, under 
similar conditions, except that the street railroad company occupies 
and uses a fixed space in the street for which it pays, while the 
jitney uses any part of the street necessary to its business, for 
which it does not pay. 

The business of these common carriers is not confined to urban 
transportation. They are conducting public transportation busi- 
nesses at this time in several sections of the state, in active 
and successful competition with steam railroads, using the pub- 
lie highways for these purposes. The commission has in its 
files timetables printed and distributed by the "Royal Blue 
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Lin"?.*' A. W. Ei::'>tt, manaeer, Wcston. Gi_ in whieh it clearly 
hiMs itielf out as a i^immoa <?arri>^r. If th>fre be any sane 
rt^a.s>jD t'lF (T^v-rmnienral r^eulatina of tti>? basio^aa of railroad 
i^imm^n •carriers of pasn^Ee>?rs l>rtwe>ra Lampkin and Macon, or 
Amrri'TTJS an 1 Al'-any. it mus: at p'.r w::h *.;uiU force lt> the same 
bfi3in*r3B is eoc'du'-teil by th« "RoTal Blue Line." 

I har.^ art^rr.pt^i to d-ral w.th th^ 5ub;ei.'t in a general way. but if 
th-rre lA any sf^^rin.? in formal i'.n you wouM liku 1 shall be Tery glad 
to famish it if it Ls obiaiEable. I trust this matter will be considered 
by yoa and your aaso^iatea as of snffieient importanoe to rceeiTe yoor 
"v.c-iil'i^rati'.n akr.a with othT tax pn^blettis before yon. 

Attached hereto please find copy of carefully prepared statement 
iihowing the hj&i'is of the ele-Jtrie and steam lin^s of the slate dae to 
the competition of the jitney and auto staiie during the year 1915. 

Yours truly, 

W. V. HiLi^ 
^lanager California Electric Railway Association. 

ReviM4 Memorandum Showing Ectimatad Loa in Gran Receipts to the Elecliic and 
scum Lines of the State Ounng the Year 1915 by Reuon g( Jltmy and Auto 
Stage Coanpetitiofl: 

BakenSeld ind Keni Eectric Railway Soo.OUO CO 

Ceotnl Catiforaia TnnioD Compauy _ 5i2H 57 

Pnmo TracttOD Company __^, $60^000 00 

Clendale and Montnoc Biilw.y &570 00 

Humboldt Transit Compsmy (incindes private cats* 1SSS& 29 

Loa Anst^les EaCway Corporation 500.000 00 

Xorthem Electric Bailwaj 30.000 00 

>>>>rths«atem PaciSc Railroad Company isteam and 

«[«;tric di'isiona. 40.000 00 

OakiAnd. AQCio<;ti and Eaalem Raiiway |Done> 

Faisfic Coajit Railway ComjianT 24,000 00 

Pacific ET-ectric Railway Company 454.300 OO 

Pacific Gas and E^'^ltric Companj (Sacramemo 

S<trp.?t R3;;-^ay.___ IW.OOO 00 

Petalama and .<,.n->a Rosa Railway Company 3,000 00 

Peainsnlar Railway Company, passensef II.S0O 00 

ppnio-iniar Riilway Company, freight 500 00 

Riverside. Rialto and Pacific Railroad Co. — inon^i 

San Diego and So:irheaHtem Railway Com[>any 1.50.W0 00 

Han I>ie^o El^^^^ric Railway Company ( inclinies 

SIO.'KXxOO for Point Loma Railroad Company'— -JIO.OOO 00 
San FrancitHW. Najia and Calistoza Rail way- (non.'i 

Han F'rancisco-Oakland Terminal Railways 400.000 00 

Han Jf«e Railroad" 4,700 00 

Santa Barbara and Suburban Railway Company — S.OOO 00 
Hoiitheni Pacific Company (electricdivisioni inone> 

Btockton Electric Railroad Company 10.000 00 

Tidewater Kotiibera Railway Company 40.000 00 

irnion Traction Company (nonot 

l.'nited Railroads of San Francisco l.OOO.OOO 00 

Vinalia E>ctrie Railway Company 35,000 00 

Tofal. - J.t.l4G.193 66 *fl8/IQ0 00 
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Monterey and Pacific Grove Railway (six montbs: 
jitneys discontinued latter part of Juoe, 1915, 
account ordinance passed in Monterey) 

Modesto and Empire Traction Company (none) 

Municipal Railway of San Francisco (cannot 
eitimate), 

Nevada County Traction Company (includes private 
ra) . 



South San Francisco Railroad and Power Company 1,84N> 00 

California Street Cabte Railway (no loss account 
grades). 

Total K682 70 

Steam tinea : junaji. Pritat* art. 

Amador Central Railroad Company $3,000 00 

Atchison, Topeka and Santa Fe Railway Company 

(passenger loss onIy)_ 335,000 00 1,200,000 00 

Colusa and Lake Railroad Company (auto competi- 
tion for several years was largely responsible for 
discontinuance of operations). 
Holton Interurban Railway Company, passenger.. 2G.0(K> 00 

Holton Interurban Railway Company, freight 15,000 00 

Lake Tahoe Railway and Transportation Company. 1,600 00 

Los Angeles and San Diego Beach Railway Company 7,900 00 7,800 00 

Mount Tamalpais and Muir Woods Railway (no loss 
account grades). 

Nevada County Railroad Co. (N. G.) passenger 350 00 

Nevada Ounty Railroad Company, (N. G.) freight 5,000 00 

Ocean Shore Railroad Company, passenger 

(19.26 per cent) 13,095 00 

Ocean Shore Railroad Company, freight 6,0(K) 00 

Pajaro Valley Consolidated Railroad Company 360 00 

Quincy Weatern Railway Company (no competition 
account friendly attitude of people). 

Sierra Railway Company of California 50,000 00 

Santa Maria Valley Railroad Company (none) 

Southern Pacific Company (passenger loss only).. 500,000 00 

Stockton Terminal and Eastern Railroad Company. 4,300 00 

Sunset Railway Company (passenger loss only) 43,200 00 

Southern Pacific, Los Angeles snd Salt Lake Rail- 
road Company (passenger, including private cars) 75,000 00 
Southern Pacific, Los Angeles and Salt Lake Rail- 
road Company (freight, Los Angeles and San 

Pedro business) 7,500 00 

Tonopah and Tidewater Railroad Company (none) 

Ventura County Railway t!!ompany 1,607 49 

Western Pacific Railway (no records kept). 

Yreka Valley Railroad Company 5,000 00 

Yosemite Valley Railroad Company 40,000 00 

Totals $1,138,812 19 $1,207,800 00 

Grand totals 



ffl,688 85 $1,275,800 00 
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STATEMENT ON BEHALF OF JITNEY ASSOCIATIONS. 
State Tax Commission, 

Sacramento, California, 
Gentlemen : 

ReferriDg to the situation before your department, involving the 
relationship of the variona electric railways and the jitneys in this state, 
permit me to say, on behalf of the membership of our organization, that 
in determining the question of the taxation of the jitneys, the prime 
consideration is that the taxing power of the state should not be used 
to destroy the industry from which revenue is sought. 

The automobile is really nothing but a continuation of the old, horse- 
drawn wagon, the gap between them being the improvement attained 
through rail transportation, which was an enormous advance over the 
horse-drawn vehicle. From the horse-drawn wagon to the automobile 
is a greater step in progress, than from the wagon to the vehicle 
confined to rails. But this latest method of transportation suffers xmder 
the difficulty of all beginnings, in that the automobile is not folly 
equipped or established on the permanent lines which its future develop- 
ment will take. 

It is important to note this consideration, in view of the fact that 
railway managers, both of steam and electric lines, contend that the 
regulation of the jitney — in the way of taxation and also of determining 
routes, schedules, etc. — ^means that the jitneys should have prescribed 
for them the form of regulation to which railways are subjected. There 
is no more reason for subjecting the automobile form of transportation 
to such restrictions, than for applying them to the old, horse-drawn 
vehicle. It would he just as reasonable to impose upon the farmer, 
hauling his product to market, or transporting himself and his neigh- 
bors about the country, such schedules, taxation, etc., as it is to place the 
automobile under such regulations ; for, the reason for establishing 
schedules and making regulations for the steel railways, is primarily to 
guarantee the public some minimum service for the special privil^^ 
granted to the railway companies. 

Railways, in order to run profitably, must have exclusive rights, on 
account of the enormous outlay required to prepare a roadbed, without 
which the railway can not operate. This initial expense is so large that 
none but those with the most extensive resiources are in a position to 
meet it. To induce large capital — particularly in undeveloped terri- 
tory — to enter into such enterprises, it must be granted, for some 
limited time at least, advantages and privileges commensurate with the 
financial outlay required. The conclusion is inevitable that, if selected 
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groups of railway men are to be given these privileges as against others, 
certain payments and guarantees must be made to the communis. 
Now, these reasons are absent in the consideration of prescribing sched- 
ules and regulations for automobiles that run on the public high- 
way to which the whole community (including competitors of the 
jitneys from their own ranks) ia admitted. There is no exclusive 
privilege granted, of any kind, in the case of the jitneys, and so 
schedules and service will, in the very nature of the case, take care of 
themselves. What regulations are required — and are, indeed, indis- 
pensable — are in the line of the exercise of the police power, to safeguard 
life and limb. Outside of that, it is to the best interest of the state 
and the community to eliminate all further regulations, especially if 
the result of such regulation would be the cheeking of the development 
of the new and better form of transportation. 

In addition to the question of regulations, the opponents of the 
jitney — and in particular those opponents who have their capital 
invested in railway enterprises — urge that jitneys should be taxed, not 
only in proportion to the value of the investment, not only in propor- 
tion to the advantages received from the state and the burdens that 
may properly be placed on a comparatively small business, but in such 
a proportion as would, by the very nature of the case, have for its 
object the destruction of the enterprise — that is, it would kill the goose 
that lays the golden egg. 

As we understand the matter, the railway interests of this state, par- 
ticularly the street railways, are subject to three forms of taxation. 
First, street and electric railways have to pay a certain percentage, 
according to the size of the bid offered, to acquire a franchise property ; 
second, they are compelled — more or less, according to the community 
in which they happen to be, and the conditions of the franchise under 
which they operate — to pave such portions of the streets as they run 
over; third, they are taxed a percentage on the gross receipts of the 
company. In consideration of this third form of taxation, they are 
exempt from all local, or so-called property, taxes in the communities 
in which they operate. 

In contrast to this, we might state that those of us who are engaged 
in the jitney business in San Francisco (I mention this city because I 
am more familiar with the conditions prevailing here) are subject, first, 
to a state tax for a chauffeur's badge; second, we pay a property tax, 
according to the value of the investment ; in the third place, we have 
to pay a license to the county, for operating a transportation business ; 
fourth, we pay another tax to the state, called the state license tax. 
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N'i>w. tl,.,.- f..iir v;ir;.-i;.-. ..f tii\.i'i:<.!i :itti'.init (■> aUiul #25 a year on 
a Fonl par. varyinir in i.i-..|H>ri;'iii I" tii.- iiiii'>uiit of mooer invested. 
This tax on Xhf K-mi ri!;i-)i:ii>' ;un'»ints f ¥6 2-"> p^r seat per annuni. 
Inrirsff li:'_'i!-r for l.ir-.—r iiihiIi:i:'-s. In cth-T f-uiinunities the li'-ense is 
still er-at-r. In S.T-r;ini"iil>». fur t-x.iinpif, we pay a yearly liceose 
of *4". In UnKl:<ii'). the .v-arly li vn-i"- Ls ^^i. ete., the ammint varying 
:n ea--h e"!iiniTin:ty ; ^iii tl.at. in tabins San Fi^nciseo, we are citing 
a ■■ornniiinify whf-re ti.e jiini-y is tn-al'-<i nn^re fairly, perhaps, than 
aiivtth'-r'^ fl-^. 

Tl.f I'nit'Tl Raiiniii'ls lompaiiy in San Fraic-Lsi-o taking again my 
own i-ity, »L-re I am iif-it«T aiijUHint"! with <-oinIitinus than in other 
iila'-'^ Ls paying alH>iit ^"iimmniii a y^ar, from it.< gross ret-eipts. to the 
Mate. As its invt-*tiii<nt Ls api>r..siniiit^ly *.VM>H>.rt>X the tas is thus 
only 1 p-T cent on the value i>f the propi-rty. ThLs 1 per cent paid by 
the L'n:tt-d Railma-l* on its inv^strnt-nt. per aniinin. is Uss than one-fifth 
lit the ['••r'-^-ntaire that th-- jitneys are t'lmpelle*! to pay, even in this 
eon.u.inity, on the invi.-stment. if we take the jitney men in a com- 
mur.ity like Oakla^.l. wh-re the [i.-eu<e is *t50. and where all other 
ejperjies are enual aiid are in addition to the las paid, their total 
exper-s^ are $7-5. w!:ii-h. in pruportion to tln-ir investment, is equal to 
.'W per cnt, or thirty finns as large as the I'niieii Railroads company is 
payinir. in pn-portion to property held t>y each of them. 

Now ih'>n. it has I>^n slated a gri-at nmny timts. that the poor man 
should he tax«-d e^juaily with the r:.-h n;au. Some uree that the rich 
man ougl.t to Ije taxed more ihau the peor one: but no one, I believe, 
will t>e willing to take the respousihi'.iiy of urging that the poor man 
should f^ tasfJ thirty timts as mu-h as the rioh man. Tet that is 
exartly what Ls hiding done in Oaklasid. I do not think that anyone 
woijid have th-- hardih.Md to unre that the poor man should be taxed 
even five tim-i-s as mu^h as the rich nian: yet. in the ease of the jitney 
rr.an in San Frann-isco. the ooiiimuiiity is taxing him live times as much 
as it d'.«* the rieh and powerful United Railroad.-*. 

We do not want to .say here anything against the United Railroads — 
we do not th:Lk that Ls nei essary. EveryKxly knows the history of this 
eorrf'iration: ev.-rjl'Oily realizes what it is eapahie of; everybody rec<«- 
r.izes with what power and induenee it has fo-.ight the jitne.vs of San 
Fran -;.vo. In the larger s^nse, there is little differentiation to be made 
ftetween g'XKl and had eor|x>raTions. when in ti;e eujoj-nient of special 
privi:e2es. the had corporations are simply less partieular in their 
meth'.ds of oi»ta;n;ng fraii.hises. But we do not think that it would 
l,e the fair thintr or the juat thing that tiie state should take the part 
of the United Railroads against the jitney and suhje-'t the latter to 
jitill furthi^r burdens. 
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It is urged, however, that the United Railroads and other similarly 
placed corporations have to pay, in addition to their taxes to the state, 
also for the repair of the streets. It might as well be urged that, in 
addition to paying for the street repairs, they have to pay for electrical 
current and repairing of cars, and meet the pay roll. These are all 
items in operating expense. The repairing of the streets that the rail- 
roads themselves tear up is just as much a part of their operating 
expenses as is the payment for current and labor ; and, if this is to be 
considered a part of their taxes, then the jitney men might step forward 
and state that they themselves are subject to the heavy premium they 
pay on the bonds, which, in the city of San Francisco, this year 
amounted to over $100 on a Ford machine. That, on a car carrying 
four passengers, amounts to $25 per seat. We are not objecting to 
this expenditure for the bond; but, if we are going to count up our 
expenses and use them as a reason for having competing concerns 
taxed, the premium that we have to pay for our bonds would, I think, 
be a legitimate item to cite in order to show that we are taxed enough. 
If anyone should urge that the street railways, while repairing the 
streets, permit the use of those streets to the general public, it could 
be retorted, and properly so, that streets on which there are no railways 
cause much less expense for repairs than do streets on which the railways 
operate, because these railways break up the streets into sections, 
chipping off is the regular thing, and the breaking up of the road is 
very rapid. The street repairs paid for by the railways are not in 
proportion to the destruction that they cause; whereas the wear and 
tear caused to the road by the jitneys going over it, is negligible in 
quantity and not at all in proportion to the amount that they have to 
contribute towards the community's expense. 

The other item urged by the railway companies, t. e., that tliey some- 
times have to bid for the privilege of an exclusive right to operate, is 
one that has less merit, if possible, than any of the other contentions; 
for, there is no driver of a jitney, or any group of men who drive 
jitneys, that would not be willing to put in a bid to run automobiles 
in any community and receive in return the exclusive privilege of 
doing so. This percentage paid for an exclusive street railway grant is 
in the nature of a rental, in the same way as a man who gets a choice 
spot on a crowded comer, naturally pays a higher rent than if he 
occupied a space further removed from the center of traffic. 

The jitney men are not urging that they be granted an exclusive 
privilege. It would be against public policy to permit that; it would 
not be to the best interests of the community to grant to anyone an 
exclusive monopoly in driving automobiles, and the reasons for this are 
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obvious. Any Dumber of p^>p> mar ns^ tbe same mad, up to the 
limit of traffic- 4i-ODV^tu^D<e«: and within those limits eompetiti<m betwetti 
the jitney men — or. as we say. ^ixp^etition from within — will take care 
that priceK remain at a level where tbe average net retiims will be no 
frreater than in other enterprises involving the same ratio of labor and 
investment. The railr^r^d. on the other hand, in order to operate 
efficiently and wiih the greatest convenience to the pnblic, requires 
tmiform control and eentral management as an indispensable etHidition. 
Under tb'jse eireumsianc«s. until the principle of public ownerehip is 
more generally aeo*-pl*rd. an exclusive monopoly or a franchise — whether 
re^-oeable or for a period of time — is more or less defensible. Compe- 
tition in the case of the railroad has its limitations; and, in order to 
prevent a privilege of that kind from being given, without receiving 
proper returns or adequate service, it is submitted to a competitive bid, 
and should be so submitted : for. by that means, there is an equalization 
between the privilege granted and the superior returns comiog as the 
result of that pri\ilege. Thtrt is no such mctssily in tAe case of the 
jitnf.y. With it, as has been stated before, there is no way in which 
exrjrbitant charges or profits may accumulate in the face of the compe- 
tition that is sure to follow a more than average income. Hence, we 
jitney men of this community, at lea-st, are of the opinion that we are 
taxed sufficiently, within those limits beyood which sound political 
economy warns all communities away. The principles laid down by 
Adam Smith hold in the case of the jitney, as well as in other lines of 
basiness. 

On those lines — and they are the only sound principles of taxation 
that we know of — we crave the consideration of the legislators of Cali- 
fornia, and ur^ them not to permit themselves to be stampeded into 
an attempt to destroy a rising industry which, even if nothing is done 
for it except to leave it alone, will develop to a point where it will 
liccome the most important form of transportation of the future. The 
jitney is particularly important for undeveloped territory. In such 
territory, on account of the enormous outlay required for the building 
of the roadbed, there is no security and no surety whatever that it will 
be profitable to establish a street railway system. Jitneys (or st^e 
lines) may be used for this purpose without any great risk, and may 
grow in proportion to the increase in traffic requirements. In this way, 
new territory may very often be developed much earlier, with greater 
a^lvantage to the communitj', than if it were necessary to depend on 
railway lines for expansion. 

The automobile is generally admitted to be a superior form of trans- 
portation. To the thousands of people who now ride in automobiles, 
and who, but for the jitney, could have known the pleasure of this mode 
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of travel only through seeing others enjoy it, the jitney has brought an 
amount of comfort, health and happiness that is incalculable; and no 
one, 80 far as we know, has any serious criticism to make against it, 
except the enterprises that are in direct competition. There is no public 
demand for any increase in taxes to be imposed on the jitney ; there is 
no sound economic reason for such a procedure. The real purpose of 
this demand for an increase in jitney taxation is not that of revenue 
to the state, but of annihilation of the industry as an effective competitor, 
thus ultimately crippling the service afforded the community. 

We may illustrate the effect of over-regulation and over-taxation by 
instancing what took place in Oakland. I mention that city because 
regulation there is drastic, having been frankly forced by the street 
railway monopoly; and the results are patent. Before the present 
form of licensing and regulation went into effect, there were in Oakland 
300 jitneys, more or less; hut, when the license was raised to $60 and 
impossible regulations were put in force, the number was cut down to 
100, The net result of such procedure was that the community was 
deprived of the use of 200 automobiles in transportation service, and is 
now compelled to use forms of transportation that it would not have 
resorted to except for the unfair regulation and taxation that has been 
forced upon the public. 

There is only one seemingly valid argument that is urged in this 
matter of increased jitney taxation, and that is the claim that the 
revenues of the state are being seriously affected through the inroads 
made by the jitneys on the incomes of the railroads. I say advisedly, 
"seemingly valid" argument, for every claim of this character has been 
based, not on statistics gathered, submitted and analyzed by a competent 
economist, but by estimates on the amount taken in by the jitneys, 
furnished by those who are unfriendly to jitney competition. We 
submit that this is not a valid method of determining such a question. 
If the jitneys have dug into the revenues of their competitors, the proper 
thing to do is to submit the full facts in the case, and see what propor- 
tion, if any, of the revenues of the jitneys come from diminished railroad 
revenues. 

To illustrate : In the city of San Francisco, the jitney has come along 
and taken a part of the peak loads, in the rush hours. To this extent it 
has done one of two things {or possibly both). It has diminished the 
amount of investment that the railroads have to make in order to take 
proper care of the peak loads, which investment would be altogether 
out of proportion to the revenue received from the one-way haul during 
the rush hours; or it has enabled passengers to ride in some sort of 
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trtiiuiurt to and frum th<f ir trork. In either event, this is not a dednctioD 
from the legitimate revenii-js of the railroads. 

Another portion of the jitney revenues wnies from the ordinary' use 
of automobiles for plt-a^-ure piirp-ises. and the kind of service that results 
in a savins of time. This sort of revenue is not taken by the jitneys 
from the railroads, but from a line of work called the taxieab (rent) 
ser\-ice ; and. a^ the taxieab^ have not be>?n subjected to anything like 
the taxation placed u[H)n the jitneys, this really brings in to the state 
a revenue that it did not have before. 

A third important source of revenue comes to the jitney, which belongs 
neither to the railroads nor to the rent-servii'e automobile, bnt which 
i« a thing that the jitneys themselves have created. The jitney encoar- 
ages many people to ose the automobile in two different directions. 
First, instead of having a rig of their own either an automobile or 
horse-drawn vehicle^ a large portion of the public makes use of the 
jitneys. This interferes with no one's revenues, hut does add to the 
revenues ot the state; .sei'ond. the jitney enables a lai^e proportion of 
working people and people of moderate means to indulge in the luxury 
of a ride in an automobile, who. before that time, simply walked. 
Toiire truly, 

Alexaxdeb Horr. 
State Federation of Jitneymen. 

AUTOMOBILE TAX. 

In the taxation of automobiles the local aK.?ssors. to a considerable 
extent, have encountered serious obstacles in le^-ying an equitable and 
[>rop*'r a.ssessment. This is reflected from a tabulated statement which 
is appended to this report. This fable shows that on the first Monday 
of March, 1916. there were registered with the State Motor Vehicle 
Department 149,249 machines. It also shows that there aare reported 
assessed from the different counties a total of only 127.051 machines. 
From this it will be seen that 22.19? maehines, owned on the 1st of 
March, 1916, escaped taxation. 

In Los Angeles County alone more than 9.000 automobiles, represent- 
ing approximately |2.4O0.000 in assessed value, escaped taxation last 
year. In San Francisco the number of automobiles escaping taxation 
was 4,200, representing an asses,-^ed valuation of $1,270,000. 

One method of correcting this condition woidd be to provide that a 
total tax on automobiles be levied and distributed back to the communi- 
ties through the State Motor Vehicle Department, providing some plan 
can be worked out satisfactory to the local communities. 
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Such a method would at once make for considerahle economy in the 
administration of the local assessor's office and would add no more to 
the burden of cost of collection in the state department. At the same 
time it would make practically a complete and equitable assessment of 
this character of property. 

ONE ASSESSMENT FOR ALL PURPOSES. 

One of the absurdities of our present method of assessment is that 
there are two different values for taxation in cities, one for municipal 
and one for county purposes, under a law providing for a full, cash 
value assessment for both. 

The limitation of the rate in most cities accounts for the higher valua- 
tion by city assessors, and it also shows the uselessness of attempting to 
limit the amount of taxes by a maximum rate. 

Where counties take over the assessment of cities there is a tendency 
to increase the city assessments over the county assessments. Where 
cities do their own assessing with a much higher value, the tendency is 
for the county assessed value to creep up more rapidly than on outside 
property, where no comparison of such value is possible. Under both 
methods, therefore, the city property generally bears a higher propor- 
tion of the county tax than the outside property. There is also a 
noticeable variation between cities in the same county. The correction 
for this is one assessment for all purposes at full value. 

Logically, from a standpoint of economy, efficiency and equity, there 
should be but one assessment for all tax levy purposes. Instead of two 
offices and two sets of officials covering the same territory and identical 
properties, resulting in duplication of work, there should be one office 
and one set of officials properly and efficiently equipped to do the work. 
Naturally, the county assessor's office is the office to perform this 
function. 

Along with the uniformity of assessments in each of the several 
counties should come the coordination of assessments throughout the 
entire state, with sufficient central machinery to accomplish the same 
through cooperation on the part of the county officers. 

In a few of the localities there is a different fiscal year period from 
that generally observed. If uniformity of assessment and collection of 
taxes is to be accomplished there mnst be established a uniform fiscal 
year period for all state and all political subdivisions. This commission 
recommends le^rislation to accomplish this. 
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ANNUAL ASSESSMENT UNNECESSARY. 

One of the outstanding defects in our method of administering the 
collection of taxes is the lack of notification of the existence of taxes 
against property. While there is little excuse, perhaps, for delinquency 
occurring in the matter of payment of city and county taxes, there 
frequently are special district, sewer and street assessments which 
become delinquent because it is next to impossible for nonresident 
owners, and even resident owners, to have information that such liens 
exist against their property. 

As the law takes the property for the nonpayment of assessments, 
there should be definite notification of the existence of the liens. The 
cost of personal notification might be too heavy in each particular 
instance of assessment, but there is no reason why the existence of the 
tax should not be made known to the owner; for instance, by having 
notification of it carried on the county or city tax statement. We pro- 
pose a law to accomplish this, and believe that it will meet the hearty 
endorsement of the taxpayers of the state. Similar laws in other states 
have eliminated the abuses that exist under our present laws. 

It is entirely practical that the levying and collecting of all taxes 
and assessments could be so arranged that at one definite time the 
property owner would have knowledge of the total amount of taxes and 
assessments standing against his property and could pay the same, or 
the proper installment of the same, with a definite knowledge that his 
full obligations have been met. 

It would be no matter of hindrance to public work, and not impos- 
sible to have all special assessments due and payable in whole or in 
part at the two periods of time when taxes are payable, and it would 
be infinitely better for the taxpayer to know that at certain definite 
periods he would be called upon to pay his entire obligations. 

RECORD OF REAL ESTATE SALES. 

In its preliminary report this commission suggested that whenever 
a transfer of realty is made and recorded, the actual consideration 
should be made a matter of record, along with the transfer of owner- 
ship. Some states have legal provisions of this sort, and California 
should have a similar requirement. 

The actual value of property is the basis upon which the assessed 
value of property is now fixed under our law. At present the means 
of obtaining definite information as to the actual consideration, in 
approximating the cash value of property, is extremely difficult and 
uncertain. 
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This commission has made an attempt to collect sales data in differ- 
ent counties in the state, and while it realizes that during the past year 
or two a minimum amount of sales has been made, yet it is almost 
impossible to get a line on such data as should be available to assessing 
officials for use in cheekiug values. The same difficulty has been 
encountered in the past when conditions were normal. 

The consideration given in the sales of real estate is a matter in 
which the public, in a broader sense, is deeply concerned, and all data 
of this nature should be available for public use. 

We recommend the passage of a law to accomplish this. Also, that 
a provision be inserted in the law requiring a record of the name and 
address of the owner of real property transferred. This latter pro- 
vision would be a distinct protection to the property owner in that it 
would establish a record for official notification for taxes and assess- 



SCHOOL TAXES AND EXPENDITURES. 

This commission has been requested by various organizations and 
individuals interested in school affairs to recommend ways and means 
of providing more money for the needs of our public schools. Inas- 
much as the school expenditures of the state form a lai^e percentage 
of the total expenditures, both state and local, the problem deserves 
consideration from the eeonomie standpoint. 

Your commission is of the belief that more money for school pur- 
poses can be made available if a uniform system of purchasing school 
supplies is established in the manner that is in practical operation for 
state institutions and departments. This can be done by the standardi- 
zation and central purchase of a large bulk of school supplies. This 
commission has had an analysis made through the accounting depart- 
ment of the State Board of Control of the school supplies purchased in 
several of the counties of the state. This investigation shows that 
practically one-third of the school supplies purchased could be easily 
standardized for the whole state, bought in bulk and delivered in 
unbroken packages to the several counties. 

The experience of the state has been, through actual demonstration 
on the part of the State Board of Control, the Superintendent of the 
Capitol Building and the State Purchasing Department, that from 
twenty-five to fifty per cent can be saved in the purchase of this 
character of supplies by buying them in bulk and in unbroken packages. 

The total amount which is now being paid throughout the state for 
school supplies which can be easily standardized amounts to approxi- 
mately $2,000,000. Fully one-third of this amount could be saved to 
the schools of the state if these supplies were properly purchased. 
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We sugyeat that a law be pasKi'd providing for the standardizing of 
school supplii's in the different counties by the different county super- 
intendents of schools, acting with the State Board of Education, and 
that the gross amount of the supplies be estimated and turned over to 
the State Purchasing Department for the procuring of unit prices, for 
delivery in unbroken packages to the several counties. 

Thia would not throw any particular additional work upon the State 
Purchasing Department, which would act purely as an agent, but 
would, we believe, accomplish a much needed reform, especially in the 
matter of economy, and would leave additional funda in the several 
counties to be appropriated for other school purposes. The state can 
naturally and logically take a direct interest in the expenditure of 
school moneys, from the fact that so large a portion of its own revenues 
(aggregating over $5,000,000 annually) is apportioned for expen- 
diture in the different counti&s. 

CLASSIFICATION OF LANDS. 

After careful study and actual field work, this commission is con- 
vinced that it would be of great value to the state, from the standpoint 
both of economy and equality, that the agricultural land of the different 
counties be thoroughly studied by experts placed in the field to gather 
data on all of the physical conditions entering into the matter of 
land value. This should include classifications of the particular soil 
and water conditions, definite summary of the topography and actual 
survey of the crop covering, of accessibility, and, in many regions of 
the state, a districting as to climatic conditions. 

All this data, together with sales, exchanges, crop value, income, 
rents and other information, should be obtained and kept up to date 
and made a matter of record in the office of the county assessor. In 
that oiBce there should be platted and tabulated all the information 
that is available whiclf enters into the determination of land values 
under the extremely varied conditions which exist throughout the 
State of California. Such a study would also include the cruising of 
timber for the purpose of effuitable taxation. 

Data valuable for 
many useful purposes. 

This data, while serving primarily for the local assessment and 
equalization of tax values, would also be valuable in many other ways. 
It would serve as a foundation for appraisements of all kinds, not 
only for private purposes, such as information for banks and for 
private individuals looking for investments, but would also serve an 
additional public purpose for the use of many state departments, 
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such as the Corporation Commissioner, the Banking Department, the 
State Water Commission, the Insurance Department and the Railroad 
Commission. In addition, it would be a prime necessity if the state 
or the government enters into the matter of rural credits. 

Inequality of assessment in the state exists despite the best efforts 
of the local assessor. It is usually the case that the local assessor is 
undersalaried for the importance of the position, and is given just 
enough help to put the assessments each year on the rolls, without 
the facility to go into the detail necessary to the determination of 
relative values. 

The primary cause of inequality of assessment is due to the fact 
that the people themselves have not recognized that there is some- 
thing more to an equitable assessment than the mere gathering of 
ownerships and hurried placing of values. They have failed to realize 
that the assessment of property is the moat important thing in the 
levy of a tax, and until this fact is recognized, there will continue 
to exist the great inequality in the tax burden among the different 
property owners. 

Classification of land 

The classification of land and record of data would result in a big 
constructive work of inestimable value to the state. Actual surveys 
made by this commission have shown the tremendous importance of 
land classification and the placing on permanent record of the infor- 
mation gathered. 

In the acreage surveyed we found some property not on the assess- 
ment roll. Improved orchard acreage was found to be assessed for 
only about half the area actually covered by orchard. Glood bottom 
land was found to be assessed as poor land. Other discrepancies of 
a similar character were discovered. These are things for which the 
assessor is not responsible, because a classification and survey is neces- 
sary properly to establish the conditions. 

The indication from our study is that the first cost would average 
under 5 cents per acre for agricultural land. The cost of keeping the 
records up to date would be negligible unless additional details were 
added. 

For urban property, in order to produce equity, there must be the 
proper compilation and assembling of data, and the scientific applica- 
tion of some standard system of unit rule for establishing relative 
values. 
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Central ■upcrviston 



This work, both in the cities aod outride, should be done under the 
BupervisioD of a central body. The problem that is of particular con- 
cern is one of gathering and recording actual physical data upon 
which proper values can be established. Boundary lines separating 
couDties and districts should be disregarded in laying this foundation. 
Soil, water and other conditions do not run according to these imagi- 
nary boundaries. Therefore, to obtain a proper and suitable record 
of conditions which will be of the highest value, the work should be 
done as a unit throughout the territory which it is necessary to cover. 

The work can not be done properly by private contract. It should 
be done by experts employed by the state and counties in a manner 
similar ta that in which the federal government handles its surveys. 

The expense, of course, should be distributed according to the 
political subdivisions traversed and divided between the state and the 
several counties. It will be a compilation of data which, while being 
used primarily for county assessment purposes, will also be utilized 
for the numerous other purposes heretofore mentioned. An equitable 
distribution of this expense would be the assumption by the state of 
approximately one-third of the cost. 

Will r«duoa pubtio and 
privata axpendituraa. 

This much needed work would bring about immense savings both 
in public and private expenditures now being made in endeavors to 
establish property value. 

As a frontispiece to this report, there is presented a map in colors, 
showing the features covered in an actual field survey, made by 
experts, of one of the sections of land included in our investigation. 
This is a typical demonstration of what such a survey would place on 
the county records. 

TAXATION OP MINES. 

Prai'tically no pr<^ref!s has been made towards an equitable assess- 
ment and taxation of mining properties in California. The importance 
of the industry demanils that n sound policy be established. 

This eomniission has made as comprehensive a study as possible, 
within tiie limited time at its command, of the matter of mining taxa- 
tion. As a result of this study the fo!K>wiag recommendations are sub- 
mit t«l: 

yirgi — Thai uniforiuily nml iH|uity in taxation of mines be aecom- 
plishtHl by rtHiuiring uniform iiiformatiou to be filwl with the county 
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assessor. That the forms and methods of aeeounting necessary should 
be prescribed and returns enforced by a central authority. That 
cooperation between the central authority and the local assessors can 
bring about as good results as special legislation or separate classifica- 
tion of this property through constitutional provision. 

Second — Using simply the net receipts does not give the full value 
of a paying mine and would relieve such mines, as well as many other 
valuable properties, from adequate taxation. The use of the total 
gross or portion thereof would also in some cases make a wholly inade- 
quate assessment, while in the case of a mine in the development stage 
grave injustice might be done. 



Fortunately in this study we have received the hearty cooperation of 
the California Metal Producers Association, comprising many of the 
principal mining companies in the state, whose committee on taxation 
has devoted the better portion of two years in an examination of the 
situation. 

We also have been fortunate in having the cooperation and assistance 
of the assessors from the several mining counties, and the special services 
of Mr. Clarence E. Jarvis, assessor of Amador County, and a recognized 
practical expert on mining taxation. Mr. Jarvis made a field study 
under authority of this commission in many of the principal mining 
districts of the state. His report follows this discussion. 

In August last a meeting was held with the association's committee 
on taxation, at which time it presented a tentative plan for uniform 
assessment and taxation of mines. At this meeting, after an exchange 
of opinion regarding the method proposed, the association assumed the 
task of working out further detail and proposed statutes or constitu- 
tional amendments to be later considered. In the meantime this com- 
mission had the field study pursued by its expert on mining taxation. 

On December 15 another public hearing was held with the committee 
of the California Metal Producers Association, at which were present 
assessors from nine of the mining counties, as well as managers and 
owners of several mining companies and others interested in the 
subject. 



At this meeting the committee reported that further consideration 
and investigation had brought the Metal Producers Association to the 
belief that the proposed gross plan of valuation would not be just 
to many of the mines and that a large percentage of the mines were 
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not in favor of the plan proposed by the association. The committee 
asserted that to a considerable extent under the existing conditions a 
fairly reasonable asse&sment is made by most of the present assessors, 
but that the diaaatisfaetion lies principally in the fact that with no 
centralization of authority and no uniform method prescribed and 
enforced by a central tax body the manner of assessing is liable to be 
changed at any time. 

The committee had drawn up a proposed constitutional amendment 
providing a method of asse&sing on the net profits of the mine, which 
they offered for consideration if it were thought wise to propose a 
constitutional amendment for mines at this time. 

The amendment proposed would add a new section to Article XIII of 
the constitution, to read as follows: 

Section 15. (a) The legislature shall have power, for purposes 
of taxation, to classify property which is the subject of taxation, to 
determine the basis for calculation of net proceeds derived from 
such property, and the net proceeds derived from property of any 
particular class may be used as the basis of taxation of all prop- 
erty belonging to that particular class ; provided that all taxes shall 
be uniform upon the same class of subjects; and provided further, 
that such power of classification by the legislature shall not affect 
any classi^cation of "property" or classification of "companies" 
or taxpayers provided for in section fourteen of article thirteen 
of this constitution. 

(6) For county and city purposes mining property shall be 

taxed at the same rate as other property in such county or city, 

upon an assessed valuation equalling the net proceeds of such 

mining property for the preceding year, plus the value of the 

surface improvements and the value of the real estate used for 

other than mining purposes.. 

After a discussion of the proposed amendmemnt it was the consensus 

of opinion of both the mine representatives and the assessors that the 

proposal to allow the legislature the power of classification of property 

and a special restriction on the valuation for taxation for mines, 

would not meet with popular approval because of the fact that many 

other classes of property could ju.st as legitimately ask for special 

restrictions, and the necessary mass of detail to cover such a proposal 

for the constitution would render the whole scheme impractical. It 

was objected to also on the ground that the method would not allow 

a proper assessment on mines that were producing no net returns. 



It was the sen^e of the meeting, however, that under the present con- 
.stitution uniform methods of submitting information to the assessor 
could be accomplished which would to a great extent aid in a more 
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equitable assessment of property. It was advocated both by the 
assessors and the mine owners that a central authority should prescribe 
forms and methods of aceountiag which would be of considerable aid 
to the local assessors and bring about a more uniform practice in mine 
assessment, resulting in more equitable taxation. 

The special report by Mr. Jarvis, this eoramission 's mine taxation 
expert, formed a basis for much of the discussion and the results of his 
study and the findings made by him were generally accepted by those 
present. His report follows. 

MINES AND MINING CONDITIONS. 

SuTTEB Creek, November 30, 1916. 
To the State Tax Commission, 

Sacramento, Caiifomia. 
Gentlemen : 

Having been appointed a special representative of this commission 
to investigate and report upon mines and mining conditions in tlic 
State of California, with particular attention to the assessment and 
taxation of mining properties, I beg to submit the following report 
which covers 38 days field work, the allotted time for this survey. 
Although the time was short, I have endeavored to cover as much of 
the mining industry as was possible to get a general idea, as to what 
should be done in reference to the uniform plan for mine taxation 
agreed upon and submitted by the committee on mine taxation of the 
Metal Producers Association of ('alifornia. 

The tentative uniform plan is as follows : 

Assassmant. 

Valuation for assessment for purposes of local taxation as follows : 

(A) Surface improvements on the same basis as other property in the 
county in which they are located. 

(B) The value of mining claims and real estate, the surface of which 
is not used for other than mining purposes at one-quarter of the gross 
value at the mine of all ores, miuerals or metals produced during the 
preceding year provided, however, that should the net value of such 
production exceed one-fourth the gross value, then the net value should 
be taken as the value of the mining claims and real estate. The net 
value should be detennined by deducting from the gross value. 

(1) The actual cost of mining and development work performed 
during the year. 

(2) The actual cost of freight and treatment on the ore. 

(3) General expenses, including taxes, insurance, welfare work, cost 
of workman's compensation, office expenses at both mine and headquar- 
ters, and salary of all officers engaged in the actual operation or man- 
agement of the business of the mine. 
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H} IVpi>*:iariftn to th<r amifunt of thp a>.-tu3l d^erease in value of 
the rorface plant. «^h«re its ralae is not folly maintaiiied hy r^iuis 
aD<i betteriDents. 

(5< Allowance for depletioD in aoeunlanee with the proriaioitt of 
the l.'nit"! StatPs revenue laws. 

Tas tuvy. 

<A) For local CcoontT and manicipali taxes the levy dionld be 
the »am<' as for other elassr^ of proptrty in thn same couDty. district and 
municipality. 

(Br For state taxation the lesy ahonld be one-half of one per cent 
in tbe valae of the net proceeds for the preceding year, and this sboold 
be in lien of any franchise tax whatever. 

Mining property in California as defined by the law: 

'"The term real estate iDi-liiil'-s ail mini«, minerals and qoarrifs in 

and >md<.-r the land and ail rights and privileges appertaining thereto." 

Under the above definition, marble, cement, limestone, rock and other 

'iuarrics are considered mining, and onder the proposed method wonld 

In- dastied as mining pr*jperty. 

Minerals are cla.sswl by the State Mining Bureau under four different 
titles. HR follows: faels. metals, structural materials and indnstrial 
material. 

If fuels, ijuarries. clay lianks. etc.. are to l>e classed as mining, then 
this diss of mining property should be investigated as to its mining 
values for assessment valuation. 

Since the Metal Producers Atisociation of California has submitted 
its plan, the question arises, do its members mine for fuel, stmctural 
materials and indu.strial materials, and do they want their proposed 
plans to cover those classes of mining properties T 

This shoiihl ))e thoroughly understood in the final adoption of a 
xystem or recommendation to the legislature. 

The property included in the jiroposed uniform method of mining 
taxation should l>e clearly specified. 

In my investigation, I assumed that only precious metals, snch as 
gold, copper, silver, quicksilver, tungsten, eoal, chrome, manganese, etc., 
were meant to come under the uniform plan of mining taxation. 

During my field survey I was given a free rein, and shown every 
courtesy by the owners, managers and superintendents of the mines 
visited. They gave me all the information asked and volunteered any 
other information I might need on application. 

I tried to impress on them that this investigation was for no other 
purpose than to gat at the fncts, so the State Tax Commission would be 
better qualified to handle the proposed plan intelligently, and the mine 
operators without exception welcomed the survey. 
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I went over the books and reports carefully. I have written a confi- 
dential report on every mine and placed the report in the hands of the 
State Tax Commission for their guidance. 

The report shows the capitalization of each mine, number of shares 
issued and sold, price per share, franchise tax paid, its net earnings or 
its loss, the Mnd of ore mined, amount of developed reserve ore, its pro- 
duction, its value per ton, the cost of production, etc., men employed, 
average wage per diem, its surface value, etc. The value placed on it 
for county assessment by the county assessor and the amount of taxes 
paid, also a brief history of each mine showing actual conditions of its 
past and its future prospect, the conditions for or against its operation 
with comments by the management. 

Findings. 

I am convinced that some uniform method of taxing mines should 
be adopted, so that all assessors in the state would assess mines 
uniformly. 

It should be drawn so that the mines should pay an equal propor- 
tion of its taxes as compared to those who pay under the geueral 
property tax. As it is I have found a wide variance in valuations in 
the different counties, due to various reasons. 

I will briefly call your attention to some facts, that should be con- 
sidered in the discussion of this proposed uniform plan. 

First we can eliminate the improvements for tliat valuation can be 
easily determined, so the valuation to be most desired is that to be 
placed on the surface and the mining deposit. Then our next step is 
to find out how we can determine the true assessable value of the 
surface and the value of the mineral deposit, so that mining property 
will contribute its just tax burden. It should not be hard to get at 
a surface valuation for the surface can be easily appraised and should 
be appraised as other property of a similar character in the same 
revenue districts. 

Mining of some kind is carried on in most every county of the state. 
Some ore deposits are in rough rugged country where land is of small 
value, some are on fine fruit, farming and grazing lands where values 
are good. Then too, many mines are situated in the city limits where 
the surface has a city lot value; some mines own the mineral rights 
under the surface both in and outside of cities where the owner of 
the surface pays a surface tax, and the mine owner a tax on mineral 
right. 

By investigation I find that a mine only works on an average in an 
area of 20 acres, yet the mine owner owns many acres of land and 
numerous claims not workiiijt which if operated may be brought into 
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a producing claim. These claims should have a mioing value, which 
should include the surface value. 

The taxation questioD is intensely local and should be adjusted to 
local conditions that surround the property. 

That a tax should not be such as to induce people to hold valuable 
properties or cease operations. 

At present there is a sincere desire on the part of mine operators 
and tax ofBcers alike to discover the facts and equalize the tax burden. 
The mine operators realize within the local county at least there is 
little gained by attempt at coueealraent of true conditions and the 
financial condition of the mining company. 

The capitalization of a mine according to its state incorporation 
report should not be a basis for assessment. For one example a mine 
capitalized at $3,750,000 with all shares sold, shows no production or 
value only for its surface. It pays but $18.00 franchise tax. This is 
true in many instances, some mines at low capitalization show great 
earnings. Stock value therefore is speculative and should not enter 
into a conservative appraisal. 

Banks ask higher rates of interest on mines for they are considered 
a bad risk. 

It is hard to determine the value of a mine under the general property 
tax for few mines arc sold, so the market value can not be readily deter- 
mined. 

While the value of a mine could be determined to some extent by a 
thorough examination of ore bodies and drilling this would be no more 
than an intelligent guess and although it may be diligent and acientiiic, 
it is guess work still. 

Some claims are held for a high price and are kept idle because 
buyers cannot be found to operate them. These claims are generally 
held by people who can afford to hold them. This class of property 
should be taken care of by a special provision, 
I believe it can reasonably be asserted : 

That an unprofitable mine has some value or it would not be 
operating. 

That prospects must he assessed more or less arbitrarily upon judg- 
ment of the assessor as to what properties of this type would actually 
bring. 

That royalties should be taxed as profits. 

That a tax on proceeds is a certainty and should tie such that it 
would encourage efficient operations, systematic exploration, develop- 
ment and production of the maximum total tonnage from each deposit. 
That the realty in the various raining districts varies with the value 
of the mines. This has been demonstrated where mines have been 
abandoned, unless other industries can support the local population. 
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It is a fact that many towns in the mining counties could not exist if 
the mining industry should cease permanent operations. 

That each mine visited presented some condition that entered into 
valuation so that all ideas should be discussed and considered. 

That you will meet with some difficulty in adopting a plan that will 
cover all the different mining industries alike unless you have a 
graduate tax or a plan with some elasticity. 

For instance a gold mine is operating first as a prospect, then it 
becomes a producer, but not of sufficient amount to pay a dividend, 
the owners have spent $100,000 for the property, $200,000 in develop- 
ment and improvements. Here they have an investment of $300,000. 
That in some eases has been brought into a county to develop it. Gold 
has a standard value, this mine has a low grade ore, but it creates an 
output of say $100,000 in gold which goes into circulation and has n 
purchasing value, although it was produced at a loss, it is new wealth. 
(Here is where operators do not want to be taxed for the privilege of 
losing money.) But if this mine is to pay it must have rich ore that 
will pay a profit. So the ci)mpany carries on development worlt year 
after year in the hopes of better paying values, this it must do in 
order to save its initial investment, if it is possible, otherwise it is 
lost. So a gold mine as a rule works all the time, and keeps up a 
steady production at a loss or a profit, so it would be taxed every year 
as a mine or at some value. 

If a gold mine show great net earnings its tax multiple I believe 
should be mote and in proportion to its earnings. 

If you will take the other metal mines, for instance, copper. Its 
product fluctuates in price, when the price of copper is so low it 
can not be mined at a profit they can close down the mine or hold its 
product for better values. 

Naturally when copper is high there is a great production and at the 
present time the profits are large. At the present price of copper many 
low grade claims can work at a profit. So you see when copper mines 
are idle the gold properties are producing all the time, therefore copper 
is always valuable, for it can be worked at a profit some time. 

But gold ore, if the value is too low to market at the standard price, 
is really of no value for assessment purposes other than a surface value. 
That value should be of the same relative value as other lands 
adjoining it. 

By my field report you will note some of the conditions on copper 
mines — for instance, some smelters are operating at mines — other mines 
are shipping ore to outside smelters. This cuts the net and also cuts out 
to some extent the smelter improvements for assessment. Then some 
copper companies have smelters but can not smelt their ores on account 
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of injooctiuQ due tu smeltt-r fuint^s, tliis also limits lo s certaiD extent 
the prodaetioD of profitable ores. 

Id eopper miDing they ose saliceous ores that cany gold, also lime- 
stone, etc. These sometimes come from other eonntieB, and if mined 
bj copper companies operatiag smelters elsewhere, there ahonld be 
some Tslne placed on the mioe in coanty that famishes the prodact 
if s proceeds method is adopted. 

Leaaes shoold also be given careful consideration and should be 
incladed in the plan. I found instances where lessees are making big 
returns; at present I am inclined to think yon ean only hold the claim 
for assesranent — the lessee should be reached in some manner on their 
earning for the owner of the claim only receives a small percentage of 
earnings. 

That copper and other mines whose prices flnetnate sbonld not be 
classed with gold mines. 

That under the gross and net earnings method sti-ikes most be con- 
sidered, for in every instance it will reduce the earnings be they gross 
or net, no matter how valuable be the mining property. 

That gold mines are operating at the present time at a greater cost of 
materials than in the past with gold remaining at the same standard 
value. To encourage this class of mining should the state allow them 
an exemption write-off on valuation for assessment 1 

Some mines own their on'u water rights, which are valnable, as 
well as power plants, and in addition to their using them for mining 
pTirposes sell water and power to other companies, ehai^ng themselves 
at cost. 

This case was brought to my notice. A mine having ran at a loss 
for several years, not even paying its interest on borrowed money (some 
of it being used for paj-ing taxesV cleared about $150,000 last year, 
which it paid to creditors. Management wonders would this be gross 
or nft for assessment. 

I also found one instance where a mine with large improvements 
and land holdings was deeded to the state for taxes. The mine is now 
operated again and the assessor has replaced it on the connty rolls, while 
the state still holds a deed to it. 

The gold mines in some of the counties have built expensive concrete 
dams to impound tailings that they may keep the tailings from the 
streams. Should these dams be assesed as improvements! 

Gold dredging is a class of mining that should be considered sepa- 
rately, for in many instances it destroys what was valuable bottom 
lands. 

If a method of production is used for assessment purposes, then a 
uniform Jin-stem of mine accounting and reports to the taxing authorities 
•ihonld be rendered in order to secure justice among the mines in 
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appraising them for taxation purposes. It is obvious that uniform 
methods must be followed at least in so far as the accounts affect the 
reports filed with the taxing authorities showing deductions to be made 
in order to determine the net. The tendency should be to refrain from 
interfering in any way with the records of the operators so long as the 
data desired is accurate and complete. 

Improvements on abandoned mines should be assessed at salvage value 
only. 

The mining companies incorporated in England have to pay to that 
country a tax on the net earnings and in some instances foreign ofiSeers' 
salaries. These should not be allowed as a deduction to determine the 
net. It is unfair to local operators in same revenue districts. 

A gold mine may be producing a lat^e tonnage of low value ore and 
require lai^e capital investment, may earn annually small profit, while 
gross value may be same as that of product of a high-grade mine with 
small investment. Gross value here will not measure justly. 

When a shaft is out of the city limits and the ore body is under 
city limits, where should the value be placed or how divided t 

The franchise tax should apply to all individuals owning mines or 
else be written off the statutes. If franchise tax is only placed on net 
mines, state will lose much revenue. 

As all mines are mostly located in a rough mountain country and a 
natural resource I believe the franchise tax should go to the counties 
wherein the mines are located. Gold mines have no good will and why 
should they pay a franchise tax. It can not go in the open market with 
copper, lead, zinc, etc- 

I recommend to the commission that they should call a meeting of all 
the county assessors of the mining counties and get them together and 
discuss the new proposed method. Many of them are armed with ideas 
and practical mining knowledge and the conditions that surround it in 
their counties. 

I feel this field survey of the mining situation will be the starting of 
a better system of mine taxation ; it has shown op inequalities in assess- 
ment, also some very interesting facts. 

But before a change is made, we should proceed slowly and with a 
definite knowledge of what the results will be. 

Allow me to suggest that every phase of the proposed plan should be 
stndied out, carefully considered, discussed and sifted as to its merits, 
and if it is practical and just to all it will stand the crucial test of an 
ever-watchful public. 

In conclusion, I would suggest now that the Tax Commission has some 
data, that it would be wise for the Metal Producers to have another 
hearing with the Tax Commission for the purpose of a better under- 
standing of the plan. 
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I trii.it that I liiivi- Ih-'r 'it' sumn *'rvii-e to the i.-i>mmission. At any 
tiinf! I will sfive you any knoivlc.liip ur iil^a-s that I may possess as sood as 
fialled upon to do so. 

Thanking you for the appointment as special mining representative 
of your State Tax f.'oni mission, I am 
Tours res p-jct fully, 

Clarence E. J&bvis. 

TAXATION OF TIMBER. 

The subject of the taxation of timber involves qoestions more 
p*-rplpxing, probably, than those connected with the taxation of other 
natural resources, aueh as minerals, fuels and water power- 
Included with the subject of taxation of timber is the qaestioD of its 
development or replacement by reforestation and its permanent reten- 
tion by scientific logging. 

The fact that it has been considered a one-crop product of the soil 
lias lent much impetus to the idea that the timber itself should not be 
taxed more than once, and that at the time it is cut. It is claimed 
that itn continued taxation year after year forces wasteful cutting and 
unscientific denuding of the fort'st area; that if it can not be cut and 
marketed the tax is an unjust burden upon the owners of the property. 
If timber were in state or government ownership it would not, of 
course, be taxed. Much of it, however, is in private ownership and 
forms a considerable part of the taxable properties of the counties in 
which it is situated. A change in policy of taxation on timber to one, 
for instance, of leaving it untaxed until cut, would seriously disturb the 
'luestion of revenue in the several counties. 

Investments in timber property have taken the same hazard of 
recovery of capital and interest as investments in other natural 
resources and in other forms of property. These investments, however, 
have been made under contract of ownership with the government under 
the supposition that the rights and title acquired would receive equit- 
able treatment. No form of special legislation should be permitted that 
would bring an unjust burden upon this form of property. 

On the other hand, however, under our constitution timber is taxable 
nceording to its value, as are other forms of property. It is only 
equitable that it should bear it-s proper proportion of the tax burden 
and that the burden should be distributed fairly between the different 
owners of timber land. TTnder our present method of assessment such 
equity is not preserved. In order to bring about equity between differ- 
ent timber owners and other forms of property definite and reliable 
iiifornuition as lo I'dative values should be established. In another 
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part of the report we reeommend the classification of land, the unit 
valuing for urban property, the cruising of timber and better methods 
of valuing mines and other forms of property. A proper foundation 
study of this kind will not be too expensive when we consider the fact 
that one study will make practically a permanent record for years. 

By this method all of the elements that enter into the value of timber, 
such as quality, cost of lumbering, cost of transportation to market, etc., 
will be established. The establishment of these fundamental facts will 
assure an equitable assessment and a proper placing of the tax burden. 
If as a result, too severe a burden is placed upon the timber interests, 
there will have been established a basis upon which a more equitable 
system of timber taxation can be constructed. 

This commission has been in conference with various timber men, 
who have not reached any common ground of agreement as to pro- 
cedure. We are still in the process of conference with them, and expect 
to report later in the session regarding the results. 

We are fortunate in being able to present in this report a discussion 
on the problem of timber taxation by Mr, Miles Standish, who has had 
years of practical experience in timber matters. 

There is also presented in tabulated form elsewhere in the report a 
statement of the result of an examination of a number of cruisings of 
timber properties in several of the counties of the state. 

PROBLEM OF TIMBER TAXATION. 

Slate Tax CommisaioH, 

Sacramento, Cat. 
Gentlemen : 

It would seem any investigation covering state resources for tax 
producing purposes, would also carry with it a like demand for inves- 
ti^tion of the result of the taxation upon these resources and its rela- 
tions to the general welfare of the state. 

There is probably no natural resource, which is of such general use 
to the difFercnt occupations and operations carried on in the state, as 
the product of the forest, and no product, whose cost to the consumer 
is more affected by transportation charges, hence no natural product 
to which more attention should be paid toward its conservation and 
increase or renewal. 

Natural resources are divided into three classes: those which are 
once used and can not be replaced, as coal, oil, iron ; those which are 
capable of being renewed after a long interval, as timber; and those 
capable of being used again and again and are always with us, as 
water power. 
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Of the 100,000,000 acres in the State of California, some can be 
best used for the growth of fruit, others for grain, others for mining 
and still other great districts, where the growth and reproduction of 
the forest is certain and any other crop, experimental. 

Approximately 12,000,000 acres is the greatest amount which has 
been plowed and of this only 2,500,000 acres is irrigated. The foresta 
of California are estimated to contain about 11,000,000 acres, belong- 
ing to the government, and 5,000,000 in private ownership, all capable 
under wise administration of bearing a reasonable share of the tax 
burdens of the conunonwealth and yielding an annual timber crop 
at fair prices to consumers in the state, or if the tax burden becomes 
too great and forced thereby to cut and market, it will yield but one 
slovenly and wastefully cut crop, the lands then reverting to a fre- 
quently fire-swept wilderness. 

That the time is nearly reached when such forced cutting will be 
compelled, is shown by study of "taxation of timberlands" made by 
the federal forest service of September, 1915, a copy of which is 
attached. This shows the cost of pine timber figured at the time of 
survey and opening to purchase at $2.50 per acre, together with interest 
and charges to date of report to amount to, in various districts, respec- 
tively; $35 an acre, $1.75 per thousand; $34 per acre, $1.70 per thou- 
sand; $20 per acre, $1 per thousand, and in the redwood district, 
$52.50 per acre, per thousand $1.31. 

So far as redwood is concerned, I feel both the timber acreage and 
average amount of timber per acre allowed is much too high, in that 
insufficient allowance is made for nontimber-bearing acreage. 

With pine timber, the annual tax paid (presumably for 1915), was 
$765,740.00, which, with an output of approximately 600,000,000 feet 
amounts to $1.30 per thousand, and with redwood output 500,000,000 
feet, tax paid $601,991.22, $1.20 per thousand feet, or the stumpage 
cost of the timber cut, is absorbed in carrying the uncut stumpage, 
much the greater portion of which is unavailable until transportation 
is provided. 

This would seem to mean, unless stumpage values can be increased, 
and they have not increased, but on the contrary actually decreased 
since about 1907, and moreover the per capita consumption of lumber 
has also decreased, that with stumpage stationary, with present tax 
equal to stumpage cost of timber cut, and the yearly cut absorbed in 
carrying unavailable timber, with taxes rapidly increasing (in some 
counties, a raise of 50 per cent in one year, due to increase in valua- 
tions), the natural result would be forced, wasteful cutting or loss 
of property to the owner by taxation. 
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What IB the cure which will conserve the forests, allow reforestation 
and still ^ve the state its fair share of reveDuet 

One remedy proposes the taxation of timber when cut, the land 
bearing this crop to be taxed separately at its value for this or other 
purposes. 

To this theory the following queries might be directed : 

If transportation is at hand and the timber mature, should it be 
allowed to be held, taxed at such a low rate as would deprive the state 
of needed revenue and allow the owner to reap benefits upon more 
favorable t^rms, than is allowed other property capable of being usedT 

Is not orchard valuation after trees are a certain age, made up of 
both land value and tree value t If the orchard does not produce a 
yearly crop, still that valuation is held. 

Should not timber land be taxed as it is classified — namely, a natural 
resource — if undeveloped and lacking transportation (which is neces- 
sary for its use), the timber at a nominal figure to be added to the 
land value? This would prevent the necessity of sacrificing a 
resource, that should be kept for the benefit of the public until such 
time as it could be profitably used ; this would also allow reforesta- 
tion. In this connection, is it fair one rule be used for the privately 
owned timber land, another for the federal ownership! 

Are there no means whereby revenue can be obtained by the state 
from the federal owned timber f 

Would a yield tax of so much per thousand on all cut timber, both 
federal and privately owned, aid in this purposet The privately 
owned land upon which there is an immature growth, should be exempt 
from taxation until it arrives at a mature state, which would put the 
public and private ownership on an equality in that respect. 

Values, of course, are largely based upon estimates o£ earning power ; 
there is no earning power in timber land too far removed from trans- 
portation to allow its use, excepting perhaps for the small use it has 
as a stock range. 

Undoubtedly timber has a speculative value, based on the hope 
transportation will come and the time within which it will be available 
or perhaps if tlie tract be large enough, the cost of furnishing such 
transportation. 

It does not seem to me, with any other class of property, is this 
speculative value so closely and erroneously taken by the assessor for 
the cash value used for assessment purposes. 

The assessor in one county of large timber resources has attempted 
to use general classification.'^ — as timber lying close to water, rail, or 
wagon transportation, one e!as.s; a good stand of timber without trans- 
portation, another and lower class ; still 1 Ighter stands, and the partially 
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timbered gectioD, merging into the open or brush land and without 
transportation, a third class. 

Thi« metho<l flpcms to be working well and would need no change in 
present Ibwb, only ret^ognition of conditions as they actually are and 
not a blind blanket asflessment as la too often used. 

Mueh has been said regarding the necessity of having timber esti- 
mated for asaeNHment purposes, a work involving heavy expense. It is 
forgotten, quantity is only one of several determining factors for value. 

First and foremost comes transportation, next quality and quantity, 
l)oth i>qnally important. 

To my mind, a soil analysis of a ranch and classification of the soils, 
thereon, an inventory of a stock of goods, a blocking out of ore bodies, 
are as essential as timber estimates and perhaps these may all come in 
lime. 

To sum up. it would seem an annual yield tax, if large amounts of 
timlHT were in the future to be cut from the federal and privately 
owned lands, would have advantages. It is doubtful, however, if the 
federal forests, for many years will yield large revenues, as at present 
Hie federal timber eiit iu California is only about four per cent of the 
total eut in the state. Such a plan would undoubtedly seriously 
diminish the revenue of many timber comities, where the annual 
amount out is smalt compared to that standing, and some means would 
have to be devisetl to equitably apportion the yield tax among the 
various counties, which would undoubtedly require the state taking 
over lindter taxation and reimbursing the counties for loss of revenue 
llierefnuu. 

("nilwhly much enn K' done toward brin^in^ a better condition 
under the pr»tiont laws bj- more intelliirent study of conditions. This 
«Muld not, however, s<>Ive the n't'orestation problem, the importance 
of wlueli is ovideut when one ivusiders alnnit one-fourth the privately 
o\vu,>,l tiiidMT land of the state now lies cut and denuded. 

MU.ES Stanmsh. 
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each date, with the result tliat thu average date of approval was 1875. 
This establishes the date upon which the goverameDt sale value of 
$2.50 per acre became effective. Briuging this date forward to 1914 
with 7 per cent carrying charges gives a value per acre of $34.98. 
Assuming an average stand per acre of 20,000 feet of timber, the 
present value per 1000 would be $1.75. 

The townships selected and the dates upon which the surveys were 
approved are — 



T. a N., R. e 



N., R. 3 £ 
N., R. S £ 
N., R. 9 E 



T. IS N.. R. 10 E 

T. IB N.. B. 10 E 

T. 21 N., R. 10 E 

T. IS N., R, 11 E 

T. 13 N., R. U E. 

T. U N., B. 11 E. 

T. IG N., R. U E. 

T. W N., ft 11 E 

T. a N., R. 12 E. 

T. IS N., a 18 E 



U. D. M., IBIG. 
U. P. H.. 1607. 
U, Dv IL, laSL 
M. D. M., IS8B. 
II. D. H., USE. 
M. D. If., U81. 
M. D. M., 1ST5. 
M. P. U., 1871. 
M. a M., 1874. 
M. P. H.. ISTB. 
M. D. M., isgg. 
H. D. M., 1886. 
M. D. H., UaOL 
U. P. U., 1874. 
U. P. H.. IS74. 
If. P. U., ISIL 

u. D. H., isrs. 

U. p. If., 1S7S. 



11. D. U., IMS. 

u. P. u., leri. 

M. D. U„ ISTS. 



14 N., R. 12 E., 

ia N.. R. 12 E„ 
le N., R. 12 E., 



< N., R. 11 E., 

I N., a 14 B., 

i S., R. 14 E.. 



., R, li £., : 

., R 14 K., 1 
., R. IS E., I 
., R. IS E., I 

.. a 15 E., : 

.. B. IS E., 1 
., R. IG E., 1 

., a 15 E., 1 

., B. 15 E., I 
., B. 17 E., 1 
., R. 17 E., 1 



„ If. P. M., 

., M. P. U. 

., M. D. H. 

, U. P. H, 



Twenty-nine timbered townships were selected at random in a belt 
beginning in Tuolumne County and extending south through the tim- 
ber belt in Tulare County. The average date of approval by the Gen- 
eral Land Office of these surveys was 1880. Assuming the same stand 
per acre an average value per acre of $33.93 or $1.70 per 1000 feet in 
1914. The township locations and dates of approval are the following: 
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iS. d'. u. 
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U.D.U. 
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H. P. U. 
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U. P. M. 
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., a 18 E. 


M. D. M. 








a 2SE. 
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U. P. M. 
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a 25E. 
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U. D. M. 
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M. D. M. 
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M. P. M. 


1884. 
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a 25 E. 


u. a M. 
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.. a 2B E. 


M. D. M. 















Sixteen timbered townships contiguous to the upper Sacramento 
Valley selected at random show an average date of approval of 1883. 
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ae N 

S7N 
S»N 
MN 

36N 
3SN 
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B. 3 W.. M. p. M., 1881. 
B. B W., H. D. M., USI. 
R. 5 W.. H. D. H.. UU. 
B. 6 W.. U. ». M., !». 
B. 5 W., M. P. H., USt. 

B « w., M. o. M., uai. 

B. a W., H. D. M., ISU. 
B. S W.. II. D. H., U87. 
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On the same basis as the foregoing the 1914 value per aere would be 
$20.36, and per 1000 feet $1.01. The original data are the following: 
II. D. M., ins. 

M. D. H., 188S. 
II. D. H., UBB. 

H. D. M., ua. 

U. D. H., ita. 
M. D. M., mg. 
H. D. M.. ina. 

U. D. H., USI. 

Accepting the minimum figure of $1.00 per 1000 as the 1914 value of 
stunipage in the pine region as established by the government through 
sales under the Timber and Stone Act, and an estimated stand of 
146,200,000,000 feet of privately owned timber in California (except 
redwood — B. of C. Report, Vol. 1, p. 70), the annual carrying charge 
per 1000 on the present normal production (400,000,000 feet per year) 
is $25.60, or a total of $10,234,000. The above estimate was made in 
1?08. A subsequent cut of about 2J billion feet, however, will only 
reduce this charge $0.44. 



(1) Carrying charges should not be computed on the "value" of 
stumpage but on the amount of the accumulation from investment, taxes 
and interest. The average accumulation from the above figures, 
$34.98, $26.89 and $20.36 per acre, would be $27.40 per acre. The 
interest on this at 6 per cent would be $1,664 per acre, or $5,827,312 
on the total acreage of pine timber. 

The actual annual taxes are $765,740, making total carrying chfurges 
$6,693,052. 

(2) This is too high. The 3,556,388 acres assessed as pine timber at 
30,000 feet per acre, would carry 105,000,000,000 board feet of standing 
timber. 

(3) This is too low, the normal production being 600,000,000 board 
feet per year. This into tlie total carrying charges gives an annual 
carrying charge of $11.15 per 1,000 on the lumber sawed. 



Redwood. 

Twenty-seven timbered townships were selected at random in a belt 
beginning in the northern Humboldt County and extending south 
through the redwood belt into Mendocino County. The dates of 
approval of the surveys of these counties by the General Land Office 
were ascertained and prorated against the number of townships 
approved under each date, with the result that the average date of 
approval was 1869; This establishes the date upon which the govern- 
ment sale value of $2.50 per acre became effective. Bringing this value 
■ard to 1914 with 7 per cent carrying charges gives a value per acre 
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of $52.50. ABBuming an average stand per acre of 40,000 feet of tim- 
ber, the present value per 1,000 would be $1.31. 

The towDBhips selected and the dates upon whicb the surveTs of the 
balk of each were approved are : 
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1 E.. H. H. 
1 E., H. M. 
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E..H,1I. 
E,. H, M. 
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K. e. U. 
B..H.M. 
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E.. e. U. 
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Accepting $1.30 as the value of stumpage in 1914 in the redwood 
region as established by the government through sales under the 
Timber and Stone Act and an estimated stand of 101,900,000,000 feet 
of privately owned redwood in California (B. of C. Beport, Vol. L, 
p. 70), the annual carrying charge per 1,000 at 7 per cent on the 
present normal production (500,000,000 feet) is $14.26, or a total of 
$7,133,000. The above estimate was made in 190S. A subseqaent 
cut of about three billion feet, however, will only reduce this 
charge $0.42. 

Comment! (Redwood). 

(1) This is too high. There are 1,424,122 acres aaseseed as redwood 
timber land in California. At 60,000 board feet per acre (too high) 
this would give a total stand of 85,000,000,000 board feet. 

(2) Interest at 6 per cent on $52.50 is $3.15 per acre annually (1914), 
which would be $4,485,984.30 on the total acreage of redwood timber 
lands (1,424,122). The actual taxes (1914) were $601,991.22, making 
total carrying charges $5,087,975.52. This is $3.57 per acre annually 
(brief for federal trade commission makes it $3.20 an acre), or $10.17 
per 1,000 on the present normal production of 500,000,000 board feet. 
(Brief makes this $9.12 per 1,000.) 

(3) At 60,000 board feet per acre this would give a valuation of 
$0.87 per 1,000 of standing redwood timber, instead of $1.31 per 1,000. 
(Brief makes this $0,776 per 1,000.) 
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TAX LIMITATION LAW. 

One of till! iifi-fssii py lulvHiiccs toward ei|iiitaltle taxation is a full 
valut; assessment for taxalile property. The greatest hindrance to full 
value assessment, not only in this state but also in every other state in 
the Union, lias been the absence of a proper control of tax levies. 

Obviously, it woiiUl be unwise to disturb the present percentage of 
assessed values uuK-ss at the same time a complete and positive control 
in the limitation of tax levies is placed upon the statute books. It has 
l>pen the experience of every state, where no limitation laws have been in 
existence, that a sudden change from a partially assessed value to a 
fully assc^'ssed value has greatly increased tax burdens. 

This commission would recommend a tax limitation law similar to the 
one now in successful operation in New Mexico, with modifications to 
accord with conditions in this state. The Xew Mexico statute is short 
and simple, and in only a few minor ways open to misinterpretation. 

Briefly, it provides that no county, city, town, village or school 
district shall in any year make tax levies which will in the aggregate 
produce an amount more than five per cent in excess of the amount pro- 
duced by tax levies in the particular political subdivision during the 
preceding year, except that in case the amount desired to be produced 
by taxation exceeds five per cent, then such fact shall be set forth in the 
form of a spei'ial re<tnest and filed with the central tax authority. 

The decision of the central tax authority under the New Mexico 
statute is final. The law iu (juestion is clear and effective and so simple 
that any one can very readily determine in a few minut«8 whether or 
not the local authorities iu a given political subdivision are imposing a 
tax iu e.\ccss of what the law allows. 

Ultimate powar should 
r«Bt with the people. 

The New Mexico statute is faulty in one regard; that is, in leaving 
Ihe final decision to tiie central fax Iwdy. The people of the community, 
if the\- so desire, should have the right finalh" to settle the question of 
the burden of tax they shall In-ar and the matter of raising additional 
revenue for urgent needs. The cheek on the local authorities by a 
central boily is wholesome, and will result iu needed economies in local 
expenditures. But there should be no arbitrary chc-k on the wishes of 
a majority of the piH>ple of a particular community. 

Another important nuklilieation of the Xew Jlesieo law recoramendetl 
by this commission is that the limitation law should apply to counties, 
but that the cities and towns should have the privilege of coming under 
the tax limitation law. Cities and towns should be permitted to come 
under the law by direct action of the governing body, by petition of 
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11 perceutHge of the voti'rs atted upon by tlie governing Iwdy, or by 
a vote of the people in the event that the governuig body does not act 
voluntarily. 

Thomas S. Adams, of Cornell University, and formerly with the 
WiBconsin Tax Commission, in an address delivered at the Association 
of Life Insurance Presidents in New York City on December 15, 1916, 
in speaking on tax limitation laws said : 

"In a similar way we have developed a new form of tax limit law. 
"We have had hundreds of such laws on our statute books for decades, 
but they have failed almost universally to check expenditures because 
they attack the problem in a wrong way. Very recently a new type 
has been introduced in Colorado, New Mexico and other states which 
works. The defect of the old type lay in the fact that the limit was 
imposed upon the rate of taxation. This rate had to be high enough 
to fit exceptional cases and it was therefore too large for the typical 
municipality. Moreover it could be evaded by manipulating the total 
assessment. The new type limits the increase of the total tax levy; 
supplements this with a prohibition of bond issues designed to be evaded 
on taxation limitation; provides some trustworthy board or authority, 
which is empowered to suspend the limit in ease of emei^ncy or 
urgent necessity. Such laws do get results. Their efficiency, however, 
is confined largely to the local government, although limitations upon 
state taxes also exist in some commonwealths. " 

FULL VALUE ASSESSMENT. 

With the proper control of tax levies guaranteed by sufficient limita- 
tion law there should remain no hi'sitancy in bringing about a full 
value assessment of property for taxation purposes. The full value 
assessment would accomplish four main results: 

First — It would bring about eqiiity in valuation as between different 
property owners. 

Second — It would eliminate any necessity for the present absurd 
practice of double assessment in incorporated cities. 

Third — It would accomplish much needed economy. 

Fourth — It would give every city and county a higher financial 
standing, by showing the true wealth of the community, which is 
more than double the present assessed value. 

At the present lime the taxpayers of the incorporated cities are put 
to the expense of approximately $300,000 a year to make an assessment 
which is a duplication of the assessment made by the county assessor. 
This amount of money, if properly used, would go a long way toward 
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puttiug io a ».-ieiitili<t basis of assessment at full value, aud after the 
installatioD of suoh iueth<His of astvssment in municipalities there would 
be saved the additional ci>st whidi they are now paying, in most 
instances, toward an inadequate and ine<)uilable assessment of property. 

With better foundation for asst'ssinent and a full value assessment 
established, much economy could be accomplished by having real estate 
assessments made less frequently tlian every year. A reassessment 
would not be necessary oftener tban every three or four years except 
in minor corrections. 

As typical of suggestions made to this commission from different 
parts of the state regarding full value assessment and central control 
of such assessments we print the following recommendation made by 
the committee on taxation of the Oakland Chamber of Commerce: 



The conunitlec on lans sod l^gislatioo of this orgattukdon has given the text 
and quesiioDoaire of jour oomniissioD of Aueust 1st its meet careful conmderatjon, 
and I am directed to send jou tbe report of this committee which hoa had the 
eadorsement and approval of the board of directors of the Oakland I 
Commerce. 

The report of the committee, niilch nas submitted < 
chaitmao. Dr. George C. Pardee, is as follows; 

"That for tbe present do change of an; kind he made in tbe sjBtem of taiatioii 
in K^ue in this state ; that tbe entire energ; of the coomiission be directed to 
derising a more nniform method of assessment which will resalt in the appIicatiOD 
of scientific principles in an equitable manner ; that as part of sach plan the aness- 
ing power should be centralized in a state board or commission for the double 
purpose of — 

(A) RemoTing the assessing of real property from local political influences. 
<B) Mating a uniform standard of assessment througbont the entire state. 
It is particularly important in connection with tbe development of the state that 
a uniform method ot assessment be used so as to afford a basis of eompftrison of 
the relative values of land in the state. This will readily result from the asseament 
for the tall 100 per cent of tbe market value of the property." 

The committee on lans and legislation of this organization consiala of the 
following : 

Dr. Geci^e C. Pardee, chairman, Clifton Bl Brook^ 

Charles B. Snook, vice^hairmao, Em Decoto, 

Jos. R. Knowland, W. H. L. Hjnes, 

Percy C. Black, Koscoe D. Jones, 

J, H. Brown. George W. B«ed, 

A- P. Holland, Edw. J. TyneU, 

H. S. Robinsin, Eari D. White, 

R. J. Montgomery, Paul C. Morf, 

Chas. A. Beardsley, MUton Schwartz. 

Veiy truly yours. 

Managing Din 
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TAX ON EXCESS LAND VALUES. 

The increasing difficulty and hardships attendant upon the attempts 
of individuals of small means to procure, retain and develop a reason- 
able land holding for farm, residential or business purposes, and the 
continued holding of land values in large ownerships in this state indi- 
cates that something is fundamentally wrong with our land economies. 

This is not primarily a problem to be solved simply by taxation 
methods. The Commission on Land Colonization and Rural Credits 
has made an extremely compreliensive and valuable report upon the 
conditions and needs from the standpoint of the agricultural districts. 
The matter of taxation can play only its part in the whole scheme. 

There were pointed out in a preliminary report by this commission 
some of the reasons why the land problem in California was more 
difficult than in many of the states. Two extreme ideas are manifest 
in our body politic regarding land holdings. On the one hand, the 
old idea of unqualified ownership and control without interference with 
the speculative features of land ownership, and on the other the 
extremely radical views that would disregard altogether property rights 
and confiscate all land values, regardless of the equity of private 
ownership. 

Strengthen whotesome 
private ownership. 

This commission, it can be stated at the outset, is unalterably opposed 
to the destruction of the principle of private ownership in land. Our 
laws should be so shaped that wholesome private ownership in land 
would be strengthened and protected. Either some reasonable, normal 
method of accomplishing this must be undertaken, or sooner or later 
the people, in an attempt to remove the incubus, will adopt some 
extremely radical measure, such as the proposed constitutional amend- 
ment on land taxation, defeated at the general election on November 
7th last. Conditions will not improve of their own initiative, and 
there is room for serious thought and consideration of changes in 
our taxation methods, which will aid in advancing toward a proper 
solution. 

Principle of land 
holdinga outlined. 

This commission, in its previous discussion of the land problem, 
made the following statement: 

First — The private ownership of large holdings of land unimproved 
and uncultivated is recognized by the constitution of this state as being 
against public interest, forcing as it does, the purchaser who wishes to 
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improve his land, to pay to lln- liohkT tli<; .siweulativ*; and socially 
in(rreased value of such land. 

Second— The holding of large iufci-fsfs in improved land and the 
consequent accretion of value thereto because of its situation, and not 
because of the efforts of the owner, is also ftgalnst public interest. 

TAiVd— Fundamentally, every nian has the right through his labors 
to a reasonable living from the land, and there should be recognized a 
maximum value of land which he is entitled to obtain and hold at a 
minimum cost as long as he makes beneficial use of the same. 

It was also suggested that to discourage such lai^e holdings and 
encourage small holdings and to bring back to each individual in some 
measure a proportion of land value which he helped to create, a 
maximum tax be imposed upon the future increase in value of all unim- 
proved land or land not put to any beneficial use ; a lesser rate of tax 
in the case of land improved or being put to beneficial use; the 
exemption of such tax for each individual of a reasonable holding of 
improved or beneficially used land. This proposition was put forth 
for the distinct purpose of debate and criticism. 

Public accaptanca 
of principla involvad. 

The responses upon this particular subject, included in the question- 
naire sent out by this commission to thousands of our citizens and 
property owners, furnish a most interesting and valuable index of 
public sentiment in California as to the land problems. 

There is a general acceptance of the fact that private ownership of 
large holdings of land, unimproved and uncultivated, is against the 
public interest. There is also very general acce(»tance of the statement 
that the holding of large interests in improved land is to some extent 
also against public interest. Those who oppose an additional tax on 
the increment value of those lands base their opposition mainly on 
the ground that if the land is properly ass(^«sed, as values go up the 
burden of tax will sufficiently take care of a tax on the increased 
value. 

In a measure this may be true in a theoretical sense, but practically 
it never has been true in this or any other country. It might to a 
great measure properly distribute the tax if a perfect system of assess- 
ment could be established. 

But while we are anticipating a perfect system of assessment, some- 
thing should be done to accomplish what nearly everyone believes 
should be accomplished but which has failed of accomplishment up to 
the present time in this and other states, because no active attempt has 
been made to place a burden upon large land values. 
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Surtax on land 
Uvlad in Auatralia. 

Australia, since 1910, has operated a graduated land tax npun all 
estates of an unimproved value of $24,000 and upward. Absentee 
landlords are taxed at a higher rate. According to a statement made by 
William Morris Hughes, Prime Minister of Australia, the tax has fully 
justified itself. It has brought in considerable additional revenue to the 
state and has been instrumental in this short time in breaking up many 
of the large land holdings which were one of the blights upon the 
prosperity of that commonwealth. We are fortunately able to append 
hereto a discussion of the Australian land laws by Mr. Niel Nielson, 
Australia's Trade Commissioner to America. 

This eommissioD is of the opinion that the Australian law would not 
be a proper and equitable method to be pursued in California. We 
gather from the report of the Rural Credits Commission that in most 
localities land values in California have reached speculative figures far 
in excess of those in Australia, in other countries or in other states of the 
United States. We do not believe that it would be just to levy a 
graduated land tax upon the total land value of holdings above a certain 
limit, for the reason that in many instances there are ownerships where 
the lands would increase very slowly or even decrease in value for a 
time, below the actual cost, and sufh owners would bear as heavy a 
burden under the graduated land tax as those whose lands were 
increasing rapidly. 

Should not deatroy 
Indi vidua I'a rights. 

It may be argued that if the burden was too heavy the holdings would 
sooner be divided. This might or might not be true. The land must 
first be sought after and sold. This will not take place in the twinkling 
of an eye. It is not the purpose of this commission to recommend legis- 
lation which will destroy any individual's accumulated property rights. 
It only seeks to control for the future that to which the individual or 
corporation has no legal or moral right, if the state so wills. We are con- 
vinced that the most equitable tax is one which would be placed upon 
the future increase of all land values with a smaller exempted amount 
than that in Australia. We believe that a heavier burden should be 
placed upon unimproved large holdings than is placed upon improved 
holdings. 

It has been argued that there would be groat administrative difficulty 
in determining what was improved or unimproved land. It is con- 
tended that this applies alike to urban property and agricultural lands. 
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It would not be the idea of this eommission that the law should go into 
aoy intricate detail in the delinition of improved or beneficialty used 
land. That is something th«t is administrative in nature and should 
be left to the determination of a properly constituted central tax body. 
We propose that urban property, which, in many instances, would 
include territory adjacent to but not included in incorporated limits, 
should be divided into two classes : First, that which has been reached 
by the natural development of the city and easily recognized as business 
or residential property ; second, that territory which is partially urban 
but has gotten beyond classification as agricultural land. This would 
need a distinct treatment of its own. 

Beyond these two classes would lie the agricultural lands, to he segre- 
gated into general groups, and standards established to determine 
whether or not they were developed within a reasonable degree of their 
possible beneficial use. 

Timber lands should be valued apart from the growth upon them to 
form a foundation value upon which to determine increased value when 
the crop is removed. 

Mineral and oil lands in private ownership should be valued as snch 
and bear a tax upon increased value. 

Desert and waste land in private ownership should carry a foundation 
value upon which future value may be determined. 

Proposal of an 
•quitabl« tax. 

This commission proposes as an equitable method of levying a tax 
upon the increased value of land a yearly tax of one per cent upon all 
increases in the value of land that accrue and exist at the end of each 
year after the first date established, except iu the ease of exempted 
values. Also, that the assessed value as of that date be established as 
the foundation value upon which to determine the future increase of 
the lands assessed. 

Any owner of land feeling that the assessed value did not properly 
represent the true value of the property would have the option to 
increase the foundation value to such figure as he might think best, but 
the future assessed value upon which general property taxes are levied 
should not be less than the foundation value which is so established. 

In all eases deductions from the increased value are to be allowed for 
expenditures that add permanent value to the land, such as develop- 
ing work, grading, filling, reclamation, irrigation, street and similar 
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In his analysis and discuseioo of the English land tax contained in 
this report, Carl C. Flehn points out that the iucrement tax there 
applied is not so heavy a burden on the increment as our property tax. 
Landlordism is much worse in England than here. It is too prevalent 
here, however. The remedy seema to be to apply both the property tax 
and the increment tax upon large holdings. 

The money collected from this source should be kept in a permanent 
fund to be invested in securities issued for the building of roads and 
other similar public improvements; the development of reclamation or 
irrigation districts; for rural credits, or in any other way that would 
bring about an increase in social value which would automatically be 
returned to the fund. The interest collected from the investment and 
loans of the fund should be used in support of public schools or other 
general governmental purposes, thus being utilized to reduce uniformly 
the tax burden throughout the commonwealth. 

This commission recommends, in this and other ways, that the state 
policy should be to build up permanent sources of revenue from founda- 
tion funds and resources operated to the advantage of the public. 

LAND TAXATION IN AUSTRALIA. 

Following is a discussion of land taxation by Niel Nielsen, trade com- 
missioner to America, for New South Wales : 
State Tax C(mimission, 

Sacramento, California. 
Gentlemen : 

The people of Australia are not single taxers, but a large majority 
of them are firm believers in the principle of land taxation as against 
taxation levied either upon land and improvements in conjunction, or 
upon property. 

The idea in our minds is that no man's industry should be taxed, 
but that land which is by right the common inheritance of the whole 
of the people of the nation is a proper subject for taxation. 

We in Australia levy land taxes with three objects in view ; 

First — To secure revenue from what we believe to be one of its legiti- 
mate sources. 

Second — To endeavor to compel the holder of land to use it to the 
extent that its qualities and situation demand. 

Third — To prevent the aggregation of large landed estates in the 
hands of either individuals or corporations to the detriment of the 
masses of the people. 
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We lay down the priDciple that the landholders of our country are 
simply holding it in trust for the people of this and future generations, 
and that as it is the prime source of all wealth, it must he adequately 
used for the purposes for which nature and its situation has fitted it, 
or the nation suffers. 

We believe that the goveruTnent of any country has the right and 
also the duty to see that the laud within its jurisdiction is put to the 
uses which will be best in the interests of the whole nation, and that 
any land held at variance with these principles should be subjected to 
any law which the government can devise which will bring it into its 
proper use. 

The fetish which has surrounded the ownership of land ever since 
the inauguration of the holding of land in fee simple and which has 
been allowed to govern the people of most of the civilized countries of 
the world has been reduced in power more in Australia than in any 
other country. 

The old feudal system was based upon the same principle as an 
up-to-date land system should be today. The feudal barons of old 
held their lands only on condition that they did their full duty by the 
state which was represented by the king of the country. The holders 
of land today must be brought to the same realization that they only 
hold their land so long as they do their duty as landholders to the state. 

Their duties to the state were well defined in the old days. They 
had to provide the whole of the revenues to run the country in times 
of peace. They had to provide the money and men to carry out the 
defense of their country, and to do these things they had to use the 
land they held in such a way as to produce enough from it to enable 
them to carry out these obligations. 

What are the true duties of the holders of land today T To use it 
or cause it to be used in such a manner that it produces the best results 
for the nation. If they fail in this duty, the nation has just the same 
right to step in and take their lands as had the king in the feudal days 
of old. 

Owing to the increase of the world's population and to the fact that 
this population has an unalienable birthright in the land of the country 
in which they live, this land must he made to produce its full quota so 
that the people will be provided with the necessities and some of the 
luxuries of life. Anyone, therefore, who keeps land locked up out of 
production, or who puts the land he holds to uses inferior to its latent 
qualifications for production, taking its situation into consideration, is 
an enemy not only to his country but to the whole of the people therein. 
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We ia Australia lay down as a principle, and it is accepted by ouf 
people as an economically correct one, that the ownership of land car- 
ries not only a great privilege but also carries a great obligation, and the 
latter is the most important part of the contract. 

Any system, therefore, which will compel unwilling or careless land- 
holders to do their full duty to the country and to their fellow citizens 
is worthy of support by all who wish their country well. 

Land taxation has this effect and that is one of the reasons why we 
in Australia have accepted it. 

The system of unimproved land value taxation was first brought into 
existence in Australia in 1895 by the government of the state of New 
South Wales. The law passed provided for the levying of a state land 
tax on the unimproved value of all lands held by any individual or cor- 
poration above the value of $1,250. 

Anyone with landed property below the value of $1,250 paid no land 
taxation nor did any larger landholder upon $1,250 worth of his hold- 
ing, but for every $5 worth of land he held beyond that exemption he 
paid 2 cents per annum in land taxation. 

This was a small beginning and the provision for the exemption was 
perhaps economically incorrect, but it had a wonderful effect. Land 
was immediately put to higher usei so that the tax might be paid from 
profits and not from its capital value and the transition occurred so 
. rapidly that the land so taxed did not decrease in value but actually 
increased in value in direct ratio to its higher uses. These increased 
values provided a greater taxable capital value and the result was not 
only increased production but by its greater use increased values to the 
land and consequently increased revenue for the state. 

The experiment had been tried and had proved effective. 

From this moment the system started to extend until today every 
shire throughout the land and every municipal area with the exception 
of a very few of the large cities, derive the whole of their revenue from 
unimproved land value taxation. 

The shires' councils cannot collect faxes except from the unimproved 
value of the land, the municipal areas councils have the right to collect 
taxes both from the unimproved value which is mandatory and from 
the annual rental value which is optional, but in actual practice the 
greater number of them collect only on the unimproved values. 

In every case the people have the power to fix the amount of 
taxation when any proposal is made to raise it above the minimum of 
2 cents on the $5. They have also direct jurisdiction over taxes col- 
lectible from special areas and also over all proposals to raise loans. 

All the local governing areas are divided into ridings and if any 
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proposal is made to carry out a special work in any riding which will 
be of no benefit to the rest of the area, the people in the riding eon- 
eemed have full power to decide whether they are to be taxed for this 
purpose or otherwise. 

In fact we have home rule in taxation in Australia as far as all local 
govemment areas are concerned. 

Under this system while it has acted to prevent hasty decisions in 
regard to proposed expenditures, it has invariably had the effect of 
(^curing the carrying out of all essential public works. Taxation in 
Australia is not to any serious extent duplicated. 

The land tax collected within a municipal area automatically does 
away with the state land tax so soon as the amount collected as mnniei- 
pal taxation on the unimproyed value of the land within sneh mTmieipal 
area equals 2 cents for each $5 worth of land. 

The comity tax is not collected within the boundaries of incorporated 
towns luiless the town and county are coterminous so the people are only 
subjected to two sets of land taxation when they come within the pro- 
visions of the federal land tax law. 

This federal land tax was brought into existence to provide the money 
necessary for defense purposes, the principle of it being that "the 
owners of Australia should pay for its defense." 

This law provides for a progressive land tax with an exemption of 
$25,000 worth of land to each individual landholder. Lands are taxed 
under this law as follows: 



For eacli J5 OTer ?75,00l> up to SISO.OOO 4 cento 

For each i5 over $150,000 up to $225,000— 
For each $5 over $225,000 up to $300,000— 
For each $5 over $300,000 up to $375,000.. 



.r each $5 over $375,000 12* centa 

It will be seen that this defense land tax does not fall upon the small 
landholders at all, but upon the large landholders it presses very 
heavily, and it is meant to so press on them that they will disgorge 
some of the large and valuable areas which they have become pos- 
sessed of. 

On all landholders that hold land in excess of the unimproved 
value of $375,000, the tax amounts to a payment annually of 2^ per 
cent of the actual unimproved value of all land they hold beyond that 
value. 

NiEL Nielsen, 
Trade Commissioner to America for 
' New South Wales, Australia. 



^dbyCoOglc 



REI"ORT OF STATE TAX COMMISSION. 107 

VIEW OF HOME RULE LEAGUE. 

After a study of the suggestions as presented in tlie Foreword, issued 
hy this eonuuission in August last, the Home Ilule in Taxation Lea^e 
has submitted the following letter containing their recommendations: 
Slate Tax Commission, 

Sacramento, California. 
Gentlemen : 

The Home Rule in Taxation League has for many years been 
actively interested in promoting home rule and taxation for all of the 
cities and counties of the state, in promoting tax reform, including 
particularly land vahie taxation, the single tax as adopted by the 
irrigation districts of the state, the abolition of the tax on shipping, 
and the abolition of the poll tax. Its proposed constitutional amend- 
ment for home rule in taxation received in 1912, 169,321 votes, and in 
1914 it received 267,618 votes from the electors of the state. Ten 
irrigation districts, including more than a million acres of the best 
agricultural lands of the state are now operating under the single tax 
for irrigation purposes, 359,176 electors, being more than a majority 
of the electors of the state, cast their votes in 1914 in favor of abolish- 
ing the tax on shipping. Also in the same year the people of the state 
cast 405,375 votes, being more than a majority, in favor of repealing 
the poll tax. This league, as an active advocate of such reforms, pur- 
suant to the invitation of yoiir commission in the Foreword, most 
respectfully present their views as follows : 

We most enthusiastically appreciate the work of your commission in 
investigating the methods of revenue taxation, and the valuable reeom- 
mendations made in connection therewith. As we understand the Fore- 
word, it indicates that your commission is largely in harmony with the 
267,618 electors above named, who in 1914 voted in favor of exempting 
houses, trees, vines, alfalfa, vehicles, horses, cattle, pigs, household 
furniture, merchandise, and other improvements and personal property 
from taxation, leaving the value of land and the value of public service 
franchises as the chief source of the public revenues of the state. 

1. We most heartily indorse the proposition in said Foreword of 
exempting chattel, as well as real estate mortages, from taxation. Such 
taxation is a special hardship on a large number of borrowers by 
burdening and limiting their borrowing capacity, and produces but a 
nominal amount of revenue. 

2, We also heartily commend the proposition of the Foreword to 
exempt automobiles from the local personal property tax. Nothing has 
done so much for the building of good roads, for the development of 
the great new enterprises of recent years, for the convenience, happi- 
ness and even necessities of thousands of our people, as the automobile. 
Any tax which burdens or restricts the ownership or use of the automo- 
bile, will tend to limit or destroy its use and to deprive our people of 
the full blessings of this great invention. For the reasons above stated 
we would also oppose any increase in the state license fees on auto- 
mobiles. 
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3. We also <-oninit!nd the slatement that the commissioD is not ioclined 
to reooiiimend an income tax to supplant the present tax system. We 
would not oppose an ineonie tax as a substitute for all personal prop- 
rrty taxes, provided sueh tax be limited to unearned incomes. 

4. We most heartily commend your statement that "The private 
ownership of large holdings of land unimproved and uncultivated is 
recognized by the constitution of this state as being against public 
interest, forcing, as it does, the purchaser who wishes to improve his 
land to pay to the holder the si)eculative and socially increased value 
of such land." Our tax laws should be such, and our taxes so levied, 
as to break up this evil, and thus bring about the actual enforcement 
of this constitutional provision. 

5. We also indorse your proposition that "The holding of large 
interests in improved land and the consequent accretion of value 
thereto because of its situation, and not because of the efforts of the 
owner, is also against the public interest." High selling or market 
price of land tends very largely to prevent its ownership by actual 
users. The result is to keep large or valuable tractfi of land in the 
hands of speculators and out of iise, producing many social evils. 

6. We also moat heartily approve and commend the idea that 
"fundamentally, every man has the right through his labors to a 
reasonable living from the land." Ifniess land is made easily accessible 
to labor, a fair and reasonable living becomes very difficult or impossible 
of realization. It is only from the land that a living can be secured. 

We recognize the grave danger to the state caused by our land 
problem, but we can not see that a tax on the future increase in the 
value of land, whether the land is improved or unimproved, unless sueh 
tax is uniform on the present value as well, will in any way lessen that 
danger. Land can easily be put to a "beneficial use" by pasturing 
cattle or sheep on it. The number of acres per head required to make 
such beneficial, varies with the land. A goat might be pastured on a 
million-dollar lot in the center of a city. Nor do we think a tax on the 
future increase in value in practical or just. We can see no reason for 
attempting to discriminate between the future increased land values, 
and the values which have heretofore accrued. Such values are of the 
same nature and produce the same economic effect irrespective of the 
time of their creation. Any sueh discrimination would not only be 
difficult to establish, but would also create a complex and intricate 
system utterly inefficient, very costly to enforce, and would not appeal 
to the American sense of .lustice and fair play. 

Nor do we understand how the exemption from any tax on the 
liolding.s of improved or beneficially used land would destroy large 
holdings. In New Zealand and Australia the graduated land tax has 
frequently resulted in the division of large holdings among members 
of the family, trustees and private corporations, in lieu of actual sales. 
Certainly no such tax, especially in con fined-to -land values hereafter 
created, would cause the owner to give it away or sell it for less than 
the market value. Any tax which discriminates between individuals 
or classes, not only has an un.just basis, but beeaiise of such partiality, 
secures a lax enforcement not inherent in a uniform and fair land-value 
tax system. 
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We hold that a uniform land-value tax upon all land owned by 
private individuals or corporations, and upon all franehises of puhlic 
service corporations, is a just and wise method of taxation, when 
such a tax is disfigured by class exemptions and other indefensible 
imperfections, tax reforms, or any just system. 

In a recent election a proposed land-taxation amendment received 
260,332 favorable votes. This was a wondfirful showing, which indi- 
cates the rising tide of sentiment for land-tax reform. It practically 
forecasts an overwhelming vote in favor of a moderate measure embody- 
ing the single tax principle at the coming election two years hence. 
Inasmuch aa your commission is about to issue a report embodying 
recommendations of tax reform and methods of raising revenue, we 
advise our friends to await the report and the action of the legislature 
thereon. If your commission recognizes the fact that land and fran- 
chise values are social values from which the state has a moral right to 
collect its taxes, and make your recommendations accordingly, and if 
such recommendations are heeded by the legislature, and the necessary 
legislation enacted, then we will give our hearty indorsement and sup- 
port thereto. If this should not eventuate, then we will present a 
measure to the people, that, while not revolutionary, will meet the 
demands of those who voted in favor of Amendment No. 5, and also a 
large number of those who voted against it. 

We strongly urge upon you your recommendation of a state consti- 
tutional amendment written along the same lines as the following : 

Section lOJ. All personal property except the franchises of public 
service corporations, and all improvements in, on or over land shall be 
exempt from taxation for state purposes. 

Please accept our sincere regards. 
Very respectfully yours, 

THE HOME RULE IN TAXATION LEAGUE. 

J. W. BUCKLIN, 

Edward P. E. Tkoy, 
Walter Thomas MmLS, 

Committee. 
Clarence L. Todd, 

Secretary. 
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STATE INOOBIE TAX. 



Preliminary to a consideration of the subject of a State income tax, 
it is important to review briefly the increasing complication occasioned 
by the tendency of the federal government to annex as sources of 
revenue for natiooal purposes, in lieu of the indirect method of raising 
revenue through the tariif, both the income and inheritance taxes. 

Congress, in carrying into operation the federal income tax amend- 
ment, placed a nominal tax upon all incomes in excess of $3000, in case 
of single persons, and $4000, in case of married persons, and an addi- 
tional or surtax upon all incomes over $20,000. 

In 1916, however, an efEort was made to lower the exemption, but this 
finally was defeated. Instead, the rates were increased, that of the 
normal tax being raised from 1 to 2 per cent. 

It is only a matter of time before the federal government will tax 
small incomes unless action is interposed by the states. 

A distinct invasion of the field hitherto reserved for state taxes, was 
the action by Congress at its 1916 session, in imposing a tax on inheri- 
tances. True, the federal tax for the present is confined to estates in 
excess of $50,000, but here, also, the demand will steadily press for a 
lowering of the base of the taxable estates. 

The inevitable result, if the present tendencies are continued, will be 
the complete absorption of both of these sources of taxes for federal 
purposes. 

That this is so is generally recognized, and attested by the following 
editorial comment in the last (December, 1916) number of the Bnlletin 
of the National Tax Association : 

"There is without doubt a strong tendency at present for the 
national government to assume increased functions, which inevi- 
tably require increased revenue. The search for revenue is very 
likely to lead the federal government from time to time to east 
envious eyes upon taxes which the states have come to consider as 
their own." 

In the opinion of this commission there is very strong reason why 
both the income tax and the inheritance tax should be used jointly by 
the state and the federal governments as sources of revenue — and this 
without any so-called double taxation. 

What this commission proposes is this : that there be established a 
line of division, the federal government taxing all inheritances and 
incomes above, and Qie state all below such line. 

The benefits of such a division are apparent. 

Experience has shown that the states can not successfully apply a 
properly graduated inheritance tax to the very large estates, for the 
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reason that the very rich immediately will transfer their legal residence 
to some other state the moment their own state attempts to reach them 
hy a properly graduated tax rate. The result is that states are timid 
tibout placing a proper rate upon large fortunes for fear of driving the 
very rich out of the state. It is obvious, therefore, that the state never 
will be able to deal successfully with the very large fortunes. 

The federal government is the natural taxing agent of this class of 
fortunes. Wealth can not dodge the federal government tax by moving 
from one state to another, because the field is nation-wide. Hence, any 
properly graduated rate, however high, can be successfully applied by 
the federal government. Only in this fashion can the huge, swollen 
fortunes of this country be made to yield their proper share to the 
support of the government. 

The state can and does adequately tax ordinary fortunes, for the 
reason that the amount of taxes taken out of an estate through the 
inheritance tax does not warrant transferring legal residence in order 
to eBcai)e such taxes. 

Obviously, the intelligent thitig to do is for the state and federal 
governments to agree upon some line of division. Then, let the states 
have the exclusive use of all below such division line, giving to the 
federal government all above. 

What is true for the inheritance tax, is true for the income tax. 
Persons with large incomes will transfer their legal residence just the 
moment the state seeks to apply adequate income tax rates on huge 
incomes. But if the state leaves the large incomes to the federal govern- 
ment, the federal government should in turn retire from the present 
field and confine its jurisdiction to incomes in excess, say, of $50,000 a 
year. The line of division for inheritance tax purposes should be fixed 
at, say, $5,000,000. 

This commission recommends, therefore, that California's L^;is- 
lature by resolution urge Congress to establish some fair line of 
division, giving to the states for inheritance and income tax purposes 
everything below such line and reserving to the federal government 
everything above such line. 

Change in Public Sentiment. 
During the last few years there has grown up all over the country 
a strong sentiment in favor of the income tax. Its popularity was 
demonstrated by the zeal with which the various states ratified the 
-income tax amendment to the federal constitution. Several states 
already have adopted it for state purposes, and many others are con- 
templating taking over the income tax as a part of their local revenue 
system. 
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One of the most vigorous opponents of the state income tax was 
Professor R. H. SeligmaD of Columbia UniTersity, probably the fore- 
most authority on taxatioD in the United States today. He has swung 
t-ntirely around, and now is an ardent advocate of the income tax for 
state purposes. Last year, in his annual address before the National 
Tax Association, of which he was president, he said: 

"I have no hesitancy in asserting that the next step for states 
like New York is the substitution of income for property as the 
basis of taxation. The income tax has come to stay." 

The change of this distinguislied tax authority from the foremost 
opponent to the foremost advocate of the state income tax is but an 
index to the changed sentiment of the entire country. 

Massachuiatti Adopt* Incom* Tax. 

Following Wisconsin's notable successes with the administration of 

a state income tax, the people of Massachusetts last year ratified an 

amendment to the state constitution providing for an income tax, and 

the income tax goes into operation in that state in January, 1917. 

Other states that have adopted the income tax in one form or another 
are Connecticut, West Virginia, Oklahoma, Mississippi, Nebraska, North 
Carolina and South Carolina. 

New York State has it under consideration. The Committee on Tax- 
ation for New York, in its exhaustive report on taxation has Just 
recommended the income tax for adoption. Here is what the 
report says: 

"Your committee have always been of the opinion that in prin- 
ciple the income tax is one of the fairest of all taxes. Such a tax 
carefully devised would go far toward solving the fiscal problem of 
New York City as well as that of New York State." 

Interesting also is the report of the New York Joint Legislative 
Committee. It reads: 

"Of all the many reforms and new methods of taxation adopted 
in other states of the Union and in foreign countries, it (the income 
tax) seems to promise the closest approximation to the ideals of 
equity and equality. It does this by taxing each man in accord- 
ance with his ability to contribute to the support of the government 
which protects him, his property, and the social structure of which 
he is a part." 

One cause of the rapid spread of the state income tax sentiment is 
the realization that if the income tax is to be adopted as a means of 
raising revenue for the state, action must be taken at once, before the 
federal government dries this up as a source of revenue. 
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' ProfAMor Plehn Ursaa lncom« Tax. 

Profesaor Carl C. Pleho of the University of California, an authority 

on tax matters, was for years opposed to the income tax. Today he 

strongly favors it, and urges its adoption by California as "necessary 

to round out the tax system of this state." 

In a communication to this commission, Professor Plehn says: 

"We are reaching today only the income from classeB of prop- 
erty whose capital (property) value can be most easily ascertained. 
Some incomes representing large ability to pay taxes are not 
reached at all, others only partially. 

"It is clear that we need an income tax to supplement the 
existing taxes. 

"For obvious reasons the tax should be modelled closely upon 
the federal income tax. There are some minor differences that 
seem to be proper in adapting it to state use. 

"Of all standards for measuring equality in taxation that of the 
equal sacrifice of personal income is the one that meets with the 
widest approval in all countries and among alt peoples." 

Would Catch Tax Dodgari. 

One thought in the minds of advocates of a state income tax has been 
the necessity of devising some method of bringing into the taxpaying 
fold those persons who now contribute nothing toward the support of 
the state government and yet enjoy the benefits and privileges which 
that government affords. 

In California the property of many persons of wealth is situated in 
Eastern states and such persons owe some obligations to the state in 
which their persons are protected and in which their children are 
educated. Their children are given free textbooks and yet they con- 
tribute little or nothing to the government which has provided free text- 
books at a cost to date of $570,660. Under the property tax they pay 
little or nothing. Only an income tax will reach them. 

It is but elemental justice that such persons be compelled to carry a 
part of the tax burden. They owe just as great a fiscal allegiance to 
the government as does the small householder who regularly pays the 
taxes levied against his home. 

Every dollar contributed by those who now are escaping their share 
of taxes will be a dollar taken off from the tax load borne by the 
present taxpayer. 

Ability to Pay. 

Tax authorities generally agree that the income tax is probably the 
.most just form of taxation that can be devised. The modern theory 
of taxation is that persons should contribute to the support of govern- 
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ment in proportion to their ability to pay, and there is no better index 
of "ability to pay" than a person's income. 

The laborer who has no income above the minimum of existence pays 
no income tar. The little business concern which makes no profits and 
is just able to keep its head above water pays no income tax. Only the 
prosperous individual and the prosperous business concern pay the 
income tax. The greater the prosperity the greater the tax. 

An analysis of the Wisconsin income tax returns demonstrates the 
fact that it does equalize the burden of taxation. 

In the city of Milwaukee, 88 persons, whose taxable incomes were less 
than $1,000 each, paid only $487 aggregate tax, whereas 139 whose 
taxable incomes were over $10,000 each, paid $168,000, or 95 per cent 
of the total. 

In the city of Sheboygan, five men of the 1,272 persons subject to the 
income tax paid nearly a fourth of the total tax. 

An analysis of the classes of occupation shows equally interesting 
I'csults, as follows : 

Twenty-five lawyers paid under tlie old personal property tax 
in 1911 a total of $4,237; under the income tax that same group 
paid $12,360. 

Twenty-one other professional men paid a personal property tax 
of $811 ; under the income tax they paid $9,137. 

Forty brokers paid a personal property tax of $1,803. They 
paid an income tax of $13,974. 

Seventeen capitalists paid a personal property tax of $1,448. 
When the income tax was adapted they paid $13,233. 

Less than one-half of 1 per cent of laborers are subject to the 
income tax. 

The heaviest contributors are the money lenders, retired business men 
and capitalists generally. Such classes usually escape or shift the 
burden to the borrower under the property tax, but this can not be 
done under the income tax. 

Distributes Tax Burden Fairly. 
The income tax lightens the load of the weak and distributes it fairly 
and equitably upon the shoulders of the strong. It takes nothing from 
the individual's income until that income runs above the amount 
required by the American standard of living. It takes nothing from 
the new, struggling business enterprise. It takes nothing from bif? 
business engaged in experimental activities. 

SubitituU* for Personal Property Tax. 
If the income tax should be adopted it ought not to be made an 
additional tax, but rather a partial substitute for the personal prop- 
erty tax. One of the most aggravating, becaiise it is one of the most 
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unfair, forms of raisiDg revenue is the tax upon household goods, work- 
men 's tools and farm machinery. This commission would recommend, 
therefore, that if the income tax is adopted, the present tax upon house- 
hold goods, workmen's tools and farm machinery be abolished. 

Application of Proceed*. 

Again, the income tax should not be regarded as » state tax in the 
sense that its proceeds should be applied to state pnrpoBes. Being pri- 
marily a substitute for the local personal property tax, the proceeds 
should be returned to the local taxing unit where it was collected, 
deductions being made only to cover the cost of administration. 

In Massachusetts the entire amount of the income tax is returned 
to the local unit, except that "the commonwealth shall retain a sum 
sufficient to reimburse it for the expenses incurred." In Wisconsin 
the state government retains 10 per cent of the revenues collected and 
pays all expenses. Twenty per cent goes to the county government 
and 70 per cent to the town, city or village in which the tax iB collected. 

Inasmuch as the income tax is proposed not as an additional source 
of revenue but as a means of reducing and of better distributing the 
burden of tax by producing revenue from untaxed sources, the receipts 
from this tax should be returned to the cities and counties under 
restrictions that will guarantee to the taxpayers the proposed relief. 

If the income tax is adopted, the law should require compliance on 
the part of the city and county officials with certain limitation restraints 
on the total amount of tax to be levied. Such officials should be com- 
pelled to submit their adopted budget for the year showing a compliance 
with such limitation, before the income tax is apportioned to such city 
or county. From the ad valorem tax estimated to be levied under such 
budget there should be deducted the amount of income tax apportioned. 
This will insure the taxpayers in the different communities actual and 
very material reduction in their property tax bills. 

Hiriory of income Tax. 

For nearly a century the income tax principle has been utilized in 
European countries, and in one form or another constitutes an import- 
ant element in the fiscal system of every advanced country in Europe. 
Its highest development is in England and Glermany, where the annual 
yield, prior to the war, aggregated over $200,000,000 in each country. 

In this country the income tax was experimented with even during 
colonial days, but not in the modern form. Until 1913 the experiment 
was attended with but meager success. About twenty states have tried 
it in one form or another. 

The federal government levied an income tax during the Civil War. 
It was repealed ten years later. 
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In 1894, congress enacted a general income tax act, which was 
declared unconstitutional by the Supreme Court. There then develope<l 
a nation-wide demand for an amendment to the federal constitution, 
and the sixteenth amendment was ratified only a few years ago. 

In 1913 congress enacted a federal income tax, and the income tax is 
now permanently established. 

Of all the states, Virginia has had the most extensive experience with 
the income tax. That state has taxed incomes for nearly three-quarters 
of a century, but with only limited success. The fault has been with 
her method of administration. 

In brief, the history of the income tax, prior to 1913 — so far as the 
various states in this country are concerned — has been a succession of 
failures. 

The failure was due to the fact that the states committed the admin- 
istration of the tax to local taxing offices, and the result was a lax 
enforcement and a very inadequate yield. 

Central Controt the Remedy. 

"Wisconsin made the first real move for a workable income tax. That 

was in 1908, when an amendment was adopted authorizing the taxation 

of incomes at graduated and progressive rates. In 1911 the legislature 

enacted an income tax law. 

Tax authorities everywhere realized that the failure of all state 
income taxes in the past was directly traceable to lax methods of 
administration, and this danger was averted in "Wisconsin by securing 
a high degree of centralization. Indeed, the distinguishing feature of 
the income tax law of that state is the importance given to the plan for 
centralized control. The administration of the law was placed wholly 
in the hands of a permanent state tax board. 

The Massachusetts income tax law, recently enacted, likewise empha- 
sizes the importance of central control, and the administration of the 
law of that state is placed in the hands of the central state authority. 

Commenting upon this feature of the Massachusetts income tax law, 
Charles J. Bullock, professor of economies at Harvard and a recognized 
expert on taxation, says: 

"This is one of the wisest provisions of the law because it is 
vitally important that the act shall be uniformly administered 
without fear or favor by intelligent administrators in every part 
of the commonwealth." 

Co»t of Admin titration. 

The cost of administering the state income tax is surprisingly low. 
In Wisconsin, the average cost of administration is about 1.6 per cent 
of the amount assessed— making it one of the most cheaply administered 
taxes known. 
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The problem of detenniuing what iDcome shall be subject to the 
income tax 13 one calling for the most careful consideration. 

In European countries, of course, the exempted incomes are exceed- 
ingly low, while the tendency in this country is to fix the limit at a 
point which will not impair the American standard of living. 

Under the "Wisconsin law, an exemption is allowed of $800 for single 
persons and $1,200 for married persons; then there is an additional 
exemption of $200 for each child under 18 years of age or other depend- 
ent person. In view of the fact that all of the expenses incurred In 
producing the income are deducted before the tax rate is applied, it will 
be seen that the exemptions allowed easily reach the subsistence line. 

As a matter of fact, only 2 per cent of the total population in Wis- 
consin is affected by the income tax. 

The rates in Wisconsin are progressive and rise from 1 per cent on 
the first $1,000 of taxable income to 6 per cent on taxable incomes in 
excess of $12,000 for individuals and partnerships. In the eaae of 
corporations, the rate is 2 per cent on the first $1,000 of taxable income 
to 6 per cent on income over $6,000. 

Oklahoma's income tax law follows closely the federal income tax 
law. Every person amenable thereto is required to make an annual 
return to the state authority. 

Deductions include necessary expenses in the conduct of any business, 
interest paid within a year on indebtedness, taxes paid except those of 
a local nature, losses sustained during the year unless compensated by 
insurance or otherwise, debts due the taxpayer that are charged off 
during the year, and wear and tear not exceeding 5 per cent. 

Exemptions are fixed at $300 for single persons, and rates are grad- 
uated from .001 on the first $10,000 to .005 on all amounts in excess of 
$50,000. Married persons have an exemption of $1,000, and $300 for 
each child under eighteen. 

Connecticut has an income tax on corporations, based upon the report 
to the federal government. The rate is 2 per cent upon the net taxable 
amount reported to the federal government. 

Business corporations in Connecticut duplicate for state purposes the 
returns made by them to the federal government. 

The New York Tax Committee, while proposing no specific amount 
for exemption, says : 

"The exemption from income tax should be reduced below the 
level of that existing in the present federal tax. The exemption, 
however, ought not to be so low as to trench on the income of the 
wage earner who is compelled to spend virtually his entire income." 
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Baaia for Modtl T«x. 

An ideal income tax for state purposes should make provisions for: 

First; Substitute for Personal Property Tax. As already pointed 
cut, the revenue should be for local, not state, purposes. It shonld not 
be an additional tax, but a substitute or partial substitute for the most 
oifensive of all taxes — the personal property tax — thereby equalizing 
and reducing the local tax burden. Household goods, workmen's tools 
and farm machinery at least should be exempted froiu the present 
personal property tax. 

Second : Exemptions. The income tax ought not to apply to incomes 
which would trench upon the American standard of living. Exemp- 
tions should be allowed for each minor child or dependent person. 

Third : Rate. The rate of taxation should be graduated progressively 
up to a certain amount, beyond which a flat rate should apply. 

Fourth: Central Administration. To what already has been said on 
the subject, it might be well to quote from the report of the New York 
Committee on Taxation ; its fifth recommendation reads : 

"The administration should as far as possible be in the hands of 
central aathorities so as to ensure both expertness and impartiality. ' ' 

Fifth: Open for Federal Inspection. Provision should be made 
allowing inspection of state income tax returns by the authorized 
federal tax ofiScials. 

Sixth : Question of Residence. All incomes from property located in 
or business transacted in California, regardless of whether the recipient 
is a resident or nonresident of this state, should be subject to the 
income tax. 

Also, all income accruing to legal residents of California for personal 
service whether as salaries, commissions or other earnings and upon all 
dividends from corporate stocks and interest on securities owned by 
them, whether in or without the state, should be subject to the income 
tax. Incomes from fixed property outside of the state — such as rents 
and profits from definitely localized business — should not be subject to 
the tax in cases where such income is subjected to an income tax in the 
states where the property has its situs. The income tax can not apply 
to those public service corporations which at the present time pay taxes 
directly into the state treasury nor should it apply to general corpo- 
rations now bearing a franchise and license tax. The usual exemption 
should extend to religious, charitable and educational institutions. 
Where income is derived partly within and partly without the state a 
fair system of allocating such income ought to be provided. 

Seventh: What Represents "Income." For purposes of the income 
tax law, the basis of the taxes should be the "net income" not "gross 
income"; this is obtained by deducting from the gross income the 
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necessary buaiuesa expenses of the year and would include interest, 
insurance, taxes, depreciatioiiB, repairs, cost of material, wages, etc. 

Eighth : Secrecy Should Be Required. The aet should provide 
severest penalties for the violation of the secrecy of returns. No 
information whatever contained in any income tax return should be 
disclosed to any unauthorized person, other than the name and addrew 
of the person filing it. Severe penalties should also be provided for 
false reports. 

Ninth : Interstate Incomes. Because of interstate difBcultiea provi- 
sions should be made for reciprocity on interstate incomes. 

How the Incoma Tax Would Work. 

To illustrate the operation of the income tax in what probably would 
be a typical case, let it be assumed that the taxpayer is married and 
has two children. 

Assume that the law exempted incomes for a married person up to 
$2,000. Then such person would be entitled to a reduction for each of 
the two children, to which would be added other possible deductions, 
bringing the total exemption up to, say, $3,000. 

If the taxpayer received an income of not to exceed $3,000 a year he 
would pay no income tax. 

If, however, he had a total income of, say, $4,000 a year, he would 
pay at the established rate of, say, 1 per cent upon the taxable amount of 
$1,000— or a tax of $10 a year. 

If his income amounted to $5,000 a year, he would pay one per cent on 
his first $1,000 and, say, IJ per cent on his second $1,000 of taxable 
income— or a total tax of $25. 

It would seem that a tax of $25 for a person with an annual income 
of $5,000 would not be excessive, particularly when the personal prop- 
erty tax on his household goods is abolished and, furthermore, inasmuch 
as the payment of the income tax will automatically reduce the tax rate 
that would be levied upon other taxable property that he might have. 

Of course, as the income increases the rate would undergo a cor- 
responding increase, so that the tax which a man with an income of 
$50,000 would have to pay would be considerable. However, it is but 
just that a man with a $50,000 annual income should pay more in pro- 
portion than a man with $5,000. And in the same fashion, a man with 
an annual income of $500,000 should pay more in proportion than the 
man with $50,000. 

There are persons in California with large annual incomes who pay 
little or nothing to the support of the local government and yet who 
enjoy the protection and privileges which the government affords. In 
many instances their income is derived from property located in other 
states, so that under the present tax system they have nothing against 
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Daftnit* ehanp* in 
•l*l« financial policy- 

J'ri'^r to O/vcrfj'jr J'lljn-i'iii's administration the state's financial 
i((«lf>'r» wirr'; id iili'-r 'rt.a'.s. During the two decades preceding 1910, 
♦i;'ff|,'X;*),'KKi ',r tin: taxjjayf-rs' money had been expended for state 
liiirfi'wi wifhuiit an audit. ,\[ipropriatii>n.s were made by each legisla- 
triri; on a Iok rolliri!< hasii.. wilh no definite knowledge of the eomparatiTe 
nwln uf )n»titiitioriH. No attempt had l»eeD made to consider scientiii- 
I'.My f,h': hUiU'.'h fis'ral policy as a whole. Regular appropriations, 
Hf'i^'un] (ipproprJBtionH and deficiency bilU were thrown into the legisla- 
tivf! hopp';r in hnphn/Jird fashion, with tittle or no thought of where the 
money woH to comfi from. Appropriation bills, carrying millions of 
'I'tlliirn of the taxpayers' money, were blindly introduced and blindly 
pfiHuiid ]iy the lefjiHlature. 

On<) of the firnt reforms instituted by Governor Johnson was the 
i-Mnblinhmeut of thi: State Board of Control, to introduce some sort of 
biiflini'KH Hyulf.m in the cotiduct of the state's various activities. More 
hflH bei'n in'ciim|iliHlieil in tlie interest of efficient and economic admin- 
i'^l.rjitinii liy l.hiH nirisile net than has been achieved by any other state 
in till- piiHl twenly years. It was the commencement of a sound fiscal 
jKiliey for (^iiliforniH, which is forming the model for other progressive 
iHirnmonwrnlths. 
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The big accomplishment of the Board of Control, working in 
conjunction with the State Controller, has been the creation of a State 
Budget System — giving to California the distinction of being the first 
state to install a fiscal plan which will insure the most judicial use of 
the taxpayers' money for purposes most desired by the citizens of the 
state. The great, outstanding result of this budget system is that 
the state has been able, during the past six years, to meet the greatest 
growth in its history with the smallest percentage of increase in appro- 
priations. 

Present budget 
voluntary growth. 

Curiously enough, California's budget system is not founded upon 
any constitutional provision, nor yet upon any definite legislative 
enactment. It was initiated by the Board of Control with almost an 
arbitrary exercise of its power, yet so effectively has it been operated, 
that today the budget is accepted with as great respect as though it 
were constitutionally mandatory. It is sustained, not by the constitu- 
tion nor by direct statute, but by public opinion. 

Some idea of how it is working may be gleaned from the results of 
the last legislative session. There were introduced at the 1915 session 
finance bills, counting duplications and scliool-support bills, amounting 
to more that $63,000,000. The budget made allowance for approxi- 
mately $36,000,000. So closely was the budget followed by the legisla- 
ture that the total of general and special bills finally passed was nearly 
a half million dollars LESS than the budget recommendations. 

But what of the future t Much of the credit for the success of the 
budget system in California has been due to a strong administration. 
The people may not always be fortunate in having strong men at the 
head of the state's government. The wise thing to do now is to provide 
against a possible weak administration. In other words, perfect present 
machinery so as to make it impossible for even a weak or inefficient 
government to revert to the chaotic, logrolling methods formerly in 
vogue. 



One of the first steps should be to insure the permanency of the 
budget system by having it incorporated in the constitution. That 
will prevent in tlie future a weak or a corrupt administration abolishing 
the budget and reestablishing the old system that made graft possible 
and waste inevitable. 
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A second advance would be legislatioo providing that the chairman 
or other member of the budget board Bhall be required to appear before 
each house of the legislature in eommittee of the whole as well as 
before the legislative committees, to submit, explain and defend the 
budget. 

At the present time the task of defending the budget and of explain- 
ing its numerous technical features is imposed upon the chairmen of 
the legislative committees, who can not hope to have the knowledge 
and information possessed by the person whose sole duty it is to 
familiarize himself with the intricate fiscal problems of the govern- 
ment. The inevitable result is that members of the legislature, insist- 
ent upon a thorough and systematic scrutiny of the budget proposals 
submitted to them, ply the legislative chairmen with questions that not 
infrequently they are unable to answer, but which would be promptly 
and simply explained by the representative of the budget board. 

A third step would be a limitation, to prevent indiscriminate raising 
of a budget item or the budget total by requiring a two-thirds vote 
of the legislature to make any increase. In practice even now the 
legislature confines itself to the ratification, reduction or elimination 
of budgetary items; no increases are seriously proposed. To prevent 
future possible abuses, however, this limitation of powers should be 
made mandatory. 

Publicity necasaary 
in budget control. 

A fourth consideration is the matter of publicity. The participation 
of the public in budget-making is of the utmost importance, and 
should be encouraged wherever possible. This can best be done through 
public hearings and the active cooperation of civic organizations. The 
better the public comes to understand the budget proceedings the less 
danger there will be of a squandering or waste of the resources of 
the state. 

Finally we have for consideration the question of administration of 
the budget. Obviously, it should be in the hands of a technically 
trained board. Upon that board the governor should have a majority 
directly accountable to him and in sympathy with his governmental 
program. In this way it is easy to fix responsibility, and in a well 
regulated government responsibility should be centered in the executive. 
But as a protection both to the public and to the executive there should 
be a minority on the board independent of the executive. The board 
as a whole should comprise the departmental representatives who have 
to do with the fiscal affairs of the state. 
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SUMMARY OP RECOMMENDATIONS. 

After 3 careful investigatioD and analysis of the matter of revenue 

and taxation, the remedies that this eommiaaion would suggest as 

applicable to conditions in California can be grouped under two main 

headings : 

First — Changes in the statutory law which permanently and 
substantially will strengthen tax administration, either under pres- 
ent constitutional provisions or under amendments which may in 
the future be made to the constitution. 

Second — Changes in the constitution necessary to eliminate pres- 
ent defective provisions, and to allow the development of a per- 
manent and sound taxation policy. 

While this investigation has extended over only the short period of 
a year and four months, an intensive study, which is summarized in 
our discussion and tabulated data, points out definite methods which 
may be adopted to put our state far in advance of other commonwealths 
in the matter of revenue and taxation. 



It is imperative that effective methods of budget control be adopted, 
not only for the state but for the counties and for the cities, if economy 
and proper expenditure of public money is to be accomplished. 

Such budget control should be established in as permanent a fashion 
as is possible, with as independent action on the part of the budget 
board as our form of government will permit, but with as strict respon- 
sibility and safeguards as may be established for the security of the 
tax-paying public. 

California was the first of the states to put into effect a practical 
budget system. Some of our counties and municipalities have been 
working along the same lines. The state and the various political sub- 
divisions should not rest in this matter, until there has been established 
efficient and practical budget laws and budget systems. 

The prevention of waste in public expenditures is a prerequisite 
to any effective fiscal program. 

This commission recommends immediate legislation, establishing a 
permanent budget system. 

Sciantific basis for 
making asscssmtnti. 

The foundation underlying the taxation of property is the valuation 
and assessment thereof. In the fore part of this report we go into a 
detailed discussion of the needs along this line and the remedies to be 
applied for evils existing under our present system. 
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It is primarily necessary that a proper record of data be established 
upon which to make asseaamentfl. As has been pointed out, no serious 
attempt has been made along this line in all the years of the existence of 
the state government. In fact, in no state in the Union has appreciable 
advance been made along this line. It is essential to any successful 
tax system that there be accomplished the constructive work of a classi- 
fication survey of agricultural lands which will comprehend and record 
all immovable, tangible property pertinent to the land, and the installa- 
tion of some standard of the unit rule for assessment in cities. This 
conunission recommends legislation along this line. 

An efifective tax limitation law should be placed upon the statute 
books, to aid not only in effecting economies in cities and counties, but 
to lay the foundation essential to full value assessment which is prac- 
tically impossible under existing conditions. A full discussion of this 
subject is made elsewhere in this report. 

With this foundation laid by cla.ssification and unit rule and an 
effective limitation law, full value assessment of taxable property could 
and should be accomplished. Statements from all tax authorities, and 
reports of investigations in all of the states, point out that there can be 
no substantial equalization of assessment as between different property 
owners until full value assessment is effected. 

As a matter of economy and efBeieiicy there should be eliminated all 
duplication of assessment and collection of taxes, such as exist now in 
our cities and counties. This can be accomplished without interference 
in the local affairs of municipalities if the full value assessment is 
established. 

It has clearly been shown by the experience in this, as well as in other 
states, that certain classes of property, such as the property of public 
utilities and intangible properties, can be assessed properly only through 
a central tax authority. Certain of the property of public utilities and 
certain forms of intangible property are now assessed by the state, hut 
there are other of these classes of property which still are assrased 
locally. All of these forms of property should be assessed by a central 
tax authority, which authority should cooperate with the local assessing 
authorities in bringing about an equalization of assessment between 
the property centrally assessed and property locally assessed. 

One source of information essential to the proper assessment of real 
estate is comprehensive data on actual salas of such property. It is 
impossible under present conditioiLs lo obtain this datsi with sufficient 
accuracy to make it of definite vjiluc. A law should be enacted requiring 
that whenever a transfer of realty is mad*', the actual consideration or, 
in the case of a gift or other consideration than money, the actual value 
of the property transferred be made a matter of record. A penalty for 
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QOBCOnipliaDce or errooenus statenieut of the true consideration should 
be provided. 

There should be required by law a thorough and systematic notifica- 
tion of the existence of taxes and assessments, so that the individual 
taxpayer may have an adequate knowledge of any lien against his 
property. 

The present cumbersome method of carrying on the tax roUs and 
tax receipts a detailed description of realty has been abandoned io ' 
other of the states and has been substituted by reference through a 
number to the parcel assessed. This commission recommends that this 
method be adopted in California. 

This commission also recommends that provision be made by law for 
the separation of the real estate and personal property rolls, and an 
assessment of real estate only once in every two or four years. 

In the matter of assessments of property there are certain classes, 
such as mines and oils, which require separate and distinct treatment. 
The same data which is necessary and sufficient for the valuation of 
agricultural and city real estate is not sufficient properly and equitably 
to assess these distinct classes of property. Much can and should be 
accomplished through standardized forms, eo that the same data will be 
presented to the assessing authority from all of the mine and oil prop- 
erties affected. 



There has been discussed at length the necessity under our present 
form of taxation of the adjustment of the burden of taxation between 
general property and the properties set aside for exclusive taxation by 
the state. There has been pointed out the absurd necessity which 
requires the determination of the ad valorem rate which the public 
utility property bears, but which is applied not upon the property itself 
but through an estimated percentage against the gross receipts of such 
companies. This costly and unsatisfactory procedure should be 
eliminated. 

The result of this investigation shows that for the year 1916 the 
average burden of tax upon the utilities was $1.2566 on the $100 of 
value. The burden upon general property for 1916 was $1,209 on the 
$100 of value. If we take into consideration the fact that the public 
service corporations are not paying the license tax which is being paid 
by other corporations, the ratio of comparison for general property 
would be $1.2219 on the $100 of value. 

The relative burden borne by the different classes of corporations 
varies considerably from the average burden. As will be seen under 
our discussion of the stock and bond valuation of public utilities, the 
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ratio varies from l,0>'3(j in tlie ca.w of gas and cleetrie companies, to 
2.266 on express companies. There is no substantial variance with the 
average in the case of the railroads, telephone and telegraph companies 
and ear companies. 

It wotUd seem from the investigation made by this commission that 
equity as between the corporations would warrant a rednetion in the 
rates applied to express companies and an increase in the rates applied 
to gas and electric companies. The rates on banks and insurance 
companies appear equitable in comparison with the public service 
utility rates. 

Dowbl« taxation of 
banks and utilitia*. 

The banks have claimed, as set forth in a statement by the chairman 
of the taxation committee of the California Bankers Association, that 
under the present system they are subjected to double taxation because 
only the assessed value of real estate is deducted from the full value of 
the bank. 

The conclusions of this commission are that while the banks ordinarily 
might have just cause to complain, the total taxes which they now pay 
are not in excess of what should equitably be assessed against them, 
because of the fact that all of their property lies within incorporated 
cities, where the total rate is much higher than the average rate for the 
Etate as a whole. 

There has also been presented the matter of double taxation in the case 
of the light, heat and power companies. The commission feels that 
there is an element of double taxation existing in the case of these com- 
panies which might properly be rectified by legislative action, permit- 
ling the assessing board to make proper allowances where double taxa- 
tion exists. 



Another adjustment which it is necessary to make is that in the case 
of counties suffering because of the withdrawal of railroad property. 

If the present system of separation is continued, in all fairness it will 
be necessary to make adjustment with counties suffering net losses 
because of the withdrawal of all operative property of public utilities. 

Under the present provision of the constitution, adjustment can be 
made between the state and the several counties only for losses suffered 
en account of the withdrawal of railroad property. 

This commission has made a detailed study of this particular phase 
of the matter and recommends a change in the present method of 
determining the loss. 
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Under the metliod adopti'd by this eoiuniiseioti it was found that San 
Bernardino County, whieh is the heaviest sufferer, lost $134,016,93 
more than she had been reimbursed during the five years from- 1911 
to 1915. 

Figures on the other counties will be presented later, during the 
session, if it shall appear that any of them have suffered additional loss. 

Equity would demand that where a county has suffered on account of 
the withdrawal of operative property other than operative railroad 
I>roperty, adjustment of the loss should be made. There is no good 
reason why reimbursement should be made for loss sustained by the 
withdrawal of operative railroad property than for loss sustained 
because of the withdrawal of other operative property. 

If a county has suffered loss in the past or should suffer loss in the 
future because of the development of public utilities, that loss should 
be in some way adjusted either between the state and- the county or 
between the different counties themselves. There certainly is no justice 
in allowing one county to gain and another county to lose because of 
the present system of separation under Amendment No. 1. 



The adoption of the budget system for city, county and state, it has 
been pointed out, will result in much needed economy in the conduct 
of those governments. 

Also, much saving can be made because of the eliminatign of dupli- 
cate assessments and collection of taxes. 

In addition to this, there should be fuller cooperation between the 
functions of the state government and those of the counties and cities. 
This cooperation should take the form of providing for the central 
purchase of school supplies, including only those supplies that can be 
standardized and purchased in bulk for delivery to the several counties. 
It is estimated that an approximate saving of $600,000 a year can be 
made on this item alone. 

Another place where cooperation between state and local govern- 
ments can make big savings is in the purchase of road supplies. This 
eould be accomplished by utilizing the state highway organization, 
whieh purchases supplies for delivery in the different cities and counties 
of the state. In addition to the supplies purchased for the state, those 
for the cities and counties could be purchased at the same time, making 
u saving both to the local governments and to the state by increasing 
the total amount of purchase. 

Approximately $4,600,000 was levied for general road expenditure 
in the state during the present fiscal year. In addition to this, there 
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are several niillions of dollars expenilod annually in permanent road 
and street work, thi'ough bond issues and direct special taxes. Upon 
the bqBis of savings made by the state through centralized purchase of 
supplies, it is safe to estimate that at least $2,000,000 annually could 
be saved in the total road and street expenditures if the supplies were 
purchased through the central agency. 



The necessity and advisability of placing a tax on future increase 
of land values is discussed at length elsewhere in this report. There 
seems to be no other effective way of remedying or controlling the 
tibuses which grow up through large land holdings. 

In the application of this tax it is advocated that a heavier burden 
be placed upon unimproved and undeveloped lands than is placed upon 
those that are beneficially used. Such a tan would at least bring about 
closer equity in the taxation of small and large land holdings. This 
commission advocates the passage of such a measure at this time, even 
though there is question as to its effectiveness because of constitutional 
limitations. To remove any doubt as to the constitutionality of such 
an act, the adoption of a constitutional amendment authorizing such 
legislation is recommended. 

State income tax would 
■trensthen revenue eystem. 

There is set forth in another part of this report a comprehensive 
discussion of the importance of an income tax to assist in perfecting 
our present tax system. An income tax can be passed tmder the pr^ent 
provisions of section eleven of Article XIII of the constitution. 

Under such a law exemptions should be allowed amply to cover the 
American standard of living. The tax should be levied in part as a 
substitute for the tax on personal property in the form of hotisehold 
furniture, workmen's tools and farm machinery, and as a meana of 
reducing the burden on other forms of property locally taxed. 

California should inaugurate this form of taxation before the source 
has been dried up because of the application of the federal income tax. 

To avoid what would be a form of double taxation and to eliminate 
serious conflicting jurisdiction in the income and inheritance tax fields, 
this commission recommends that every effort be made to secure an 
agreement whereby the states and federal government adopt some 
definite line of division, everything below such line to be reserved to 
the states for purposes of taxation and everything above to be reserved 
tj^ the federal government. 
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We present in the fore part of this report a discussion of the situation 
which has developed because of the entry of the jitney bus as a means 
of transportation. A solution of this problem would seem to be proper 
state regulation and equitable and uniform taxation of the industry by 
the state, with a proper distribution of the receipts from the tax back 
to the cities and counties. 

Changes tuggested 

in taxing autDmobiit*. 

The difficulties arising in the local taxation and assessment of auto- 
mobiles can be overcome by having the tax applied centrally and col- 
lected by the Motor Vehicle Department, if legislation satisfactory to 
the different eommtmities can be devised. Considerable economy can 
be accomplished through this method of applying the tax. In addition 
to this, an equitable system of taxation will be provided, so far as the 
owners of machines are concerned. 



There are appended to this report some interesting tables showing 
the result of the application of the franchise tax in California. Abuses 
are apparent, but these can be corrected by more effective administra- 
tion of the law as it now stands, without additional legislation. 

The study which this commission has made of the license tax leads 
it to the conclusion that such tax is not an unfair or unjust burden, 
except that it may be applied only to a certain class of corporations. 
This can be remedied, however, by the proper adjustment of rates on 
the corporations not paying such tax. The continuance of the license 
tax under the present law is recommended. 

Fundamental ci<ange> 
in the lax ayBtem. 

In approaching a possible solution remedying the evils which have 
been pointed out as existing under the present rigid provisions in the 
constitution, it is hardly necessary to say that to leave the present 
syBtem stand as it is, would be an utterly irresponsible way of handling 
the matter. Such a procedure would lead to continued and greater 
inequality and injustice. 

Three general methods of attacking the problem present themselves: 

First — Change the system back to the basis of assessment and 
taxation of property at its situs, all taxable property to be levied 
against for state and local purposes; but retaining the central 
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dSsessmeDt of public utilities, franchise and other liquid forms of 
property, and a central control of all assessments so that equaliza- 
tion may be properly establisbed. Leave to the state the separate 
sources of revenue, such as inheritance, license and franchise 
taxes, and g:ive to the counties aud cities an income tax in place of 
tax on intangible and other personal property, such as household 
goods, workmen's tools and farm machinery. 

Second — Adopt a true separation of state and local revenue, 
leaving the tangible property for taxation in the locality where it 
is situated, necessitating a central assessment of the physical 
property of public utilities and the central control of all assess- 
ment for proper equalization. Leave to the state the income tax, 
franchise tax, tax on other intangible forms of property, such as 
the taxable value of banks and insurance companies other than 
their real estate; the inheritance tax; the license tax and other 
minor formic of taxes and fees. 

Third — Kllminate the present restrictions in the constitution 
and give the legislature freedom of action in dealing with the 
revenue system. None of the other states have such rigid restric- 
tions in the constitution as California, and many of them, such as 
New York, Connecticut, New Mexico and Arizona, have practically 
no restraint on the legislature. 

The first and second proposals have meritorious features. The first 
would solve most of the actual and potential troubles of the present 
system through proper administration. 

The second proposal is held by many to be the ideal toward which 
the state should gradually work. Under this, as well as under the first 
proposal, the individual would have a direct money interest in both the 
state and local governments. With true separation much of the diffi- 
culty would disappear as to a proper apportionment and equalization 
of property tax between state and county. Complete separation, 
however, could not be hoped for at this time, because the independent 
Hourcea of revenue for state purposes are not well established. Compli- 
cations which are vital enter here as between federal and state revenues. 

If the first proposal were adopted it should be inaugurated in a 
way that would permit of a gradual accomplishment of true separation. 

The third proposal was attempted by the constitutional amend- 
ment, defeated at the special election on October 26, 1915, The people 
indicated an tmwillingness to leave the matter of taxation wholly in the 
hands of the legislature. The one outstanding reason for this seems 
to be the fact that imder onr constitntion the legislative branch of the 
government has not tlie necessary permanency because of its frequent 
changing membership. 

Notwithstanding this condition, experience in other states has shown 
that the legislature is best able to handle the problem; that more 
equality would result by giving the legislature more power and direct 
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responsibility. It is a fundamental truth in all business that the agent 
who aets with direct responsibility gets the best results. 

The present objections might be met by a constitutional amendment 
giving to the legislature the power to modify by statutory provisions 
any of the provisions of Article XIII of the constitution, providing, 
however, that any statutory law thus passed and signed by the governor 
should automatically be submitted to a vote of the people at the next 
general election following the session at which it was passed. The law, 
if approved by the people, would take effect for the succeeding fiscal 
period. This would insure to the people final authority in taxation 
matters. 

Through this method, carefully drawn taxation provisions could be 
worked out for the state with a broad policy constantly in view, with- 
out cumbering the constitution with useless detail. Under such a 
system the people would have a more efEective control of tax matters 
than at present, at the same time allowing the elasticity necessary to a 
sound revenue policy for the state. 



THE NEW ENGLISH LAND TAXES. 

By Cabl C. Plkhh. 

iDtroduction. 

The new English land taxes (duties) are interesting from many 
diflierent points of view. Historically, they recall to mind the old land 
tax of 1692, and especially the bargain, good or bad, which was made 
with the landowners by Parliament in 1798, by which the tax might be 
redeemed, and under which a large part has been redeemed. The new 
taxes are, to be sure, very different in theory, as also in force and 
effect, from the old land tax. But one of them, at least, that is the 
"Undeveloped Land Duty," can, without stretching the point, be 
regarded as a repudiation of the ancient contract of immunity. In the 
political field their enactment caused a well-nigh revolutionary struggle 
over the rights and powers of the House of Lords, and in so far as these 
taxes may eventually diminish the value of private ownership or rights 
in land, and hence the dignities attaching thereto, they may eventually 
alter the constituent character of that house. But this, of course, is 
problematical. 

Economically, they distinctly recognize the argument that land values, 
excluding capital invested in the land, and especially that the incre- 
ments in land values, are the result of social progress, and hence, if 
that is not a non-sequiter, are appropriable by government to promote 
that progress. As yet they go but a little way toward the appropria- 
tion of the entire increment, but, of course, they may be increased. In 
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a more emphatic way they assert that there is a public duty attaching 
to the ownership of land, the duty to develop and use it, and hence to 
enhance the wealth of the nation. One of them looks distinctly like a 
penalty for nonuae of land. It may, however, be regarded as a tax 
on onrealized income. 

Sociologically, they are held to contain the possibility of changes in 
the constituent classes in England. This, again, is problematical. 

Financially they involve several interesting and novel experiments. 
Their administration requires the establishment of very costly machin- 
ery. Especially has this machinery been costly in the installation. 
Although the revenues are very small, as yet, and may continue so, 
especially in view of war conditions, particularly when compared with 
the "great engine of finance," the income tax, yet this subsidiary 
engine has the promise of developing considerable power. The Napol- 
eonic wars and their resulting fiscal burdens fastened on England the 
income tax, which had been introduced as a temporary expedient. It 
is possible that the world war will rivet the new land taxes to the 
British tax system, although it is possible that the costliness of their 
administration will militate against that. At all events, since the new 
machinery was so nearly perfected before the war, it may be exploited 
to meet the increased burdens. The possession of power leads to its 
use. 

Obviously it will be years before we shall be able to judge of the 
political, social and economic effects of these new taxes. In the 
immediate future many of the financial results will be obscured by the 
disturbances in expenditures and by the extraordinary calls on the 
revenues due to the war.* But there are some features of the new 
taxes that can be profitably studied without waiting for further 
developments. One of these is the method of valuation laid down. 
This is full of instruction on the whole problem of values and of 
valuations. 

The list of new taxes. 

"The Finance (1909-10) Aet, 1910" (this jumble of words and 
numbers being the legal title of the act provided for it by Parlia- 
ment), established four new taxes on land. They were by name and 
briefly characterized: 

1. The Increment Value Duty. 

2. The Reversion Value Duty. 

3. The Undeveloped Land Duty. 

4. The Mineral Rights Duty. 

*In support of thil ne may quote from the London Bconomttt, which eatd of Ur. 
McKenna 8 Budget Speech of Septemtwr 21. 191&: "II was a plain. uDvamlahed stata- 
mpnt or unnarallelea revpnues. an Inconcelvnble exnendilure. and an unimaginable 
deOdt. followed br a list of Ireali taxation wbich Imposed, as he said, an unprecedented 
burden on the country." 
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The Increment Value Buty is a tax on the increase in the value of 
land after April 30, 1909. The Keversion Value Duty is a tax on the 
Talue of the "wind-fall" the owner receives when leased property 
upon which a tenant has made improvements, or which has otherwise 
enhanced in value during the term for which it was leased, reverts 
to the owner by termination of the lease. The Undeveloped Land Duty 
is an annual tax on the capital value of the kind of land described by 
the name of the duty. The Mineral Kights Duty is a tax on the annual 
rental value of mining rights. 

Exempt from these taxes are: All agricultural lands, except such 
as may be worth more for other purposes than they are for agricul- 
ture; all small holdings; and lands used for a public, or quasi-public 
purpose. Exempt, also, from the undeveloped land duty, is all land 
of that description which is worth less than £50 ($243) per acre. They 
are then taxes on urban and suburban lands and on mines. 

The new Doomsday Book. 

The first and third, and to a lesser extent, the second of these taxes, 
involved establishing the value and character of all the land of Eng- 
land, at a given date, as the point of beginning. The value to be 
established was the capital value. As the English people reckon value 
very often in rental or annual value, and frequently without reference 
to the capital or principal value, this was a somewhat novel mode of 
approach. More so, at all events, than it would be in this country. 
They are the only English taxes, except the inheritance taxes, levied 
according to capital value. 

All land was to be included in the valuation because the fact of its 
taxability or exemption had to be established, and moreover, because 
any given piece might at any time pass from the exempt to the 
taxable class or classes. The date selected as the point of beginning 
was the 30th of April, 1909. This date was long before the final 
passage of the act. It was the day after the budget speech by Mr. 
Lloyd George, Chancellor of the Exchequer, in which the new taxes 
were proposed. Owing to the opposition of the House of Lords, neces- 
sitating an appeal to the country, and a new parliamentary election, 
the act was not passed for a year, less a day, after the date with refer- 
ence to which the values were to be determined. This was a concession 
to the landowners, as it was assumed that the mere announcement of 
the proposed taxes depressed the value of land. Hence, to use the 
higher value, as of the day of the announcement, rather than the 
depressed value after the announcement, meant using a smaller value 
for the taxable increments. 

The new taxes, therefore, involved writing a new Doomsday Book, 
a record, or register, as it is variously called, or a cadastre of all lands 
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in the United Kingdom, and their ownership, as they stood on the 
3t)th of April, 1909. This was a gigantic undertaking, the more 
so as it had to be done practically de novo, there being nothing of the 
kind in existence save the basic maps. It was estimated that it would 
take four years and that it would cost, when completed, approximately 
£2,000,000, or nearly $10,000,000. In April, 1913, when, it is per- 
haps safe to assume, the work was at or near its height, it is reported 
that there were 4,153 officials employed and that their annual salaries 
were £492,620. It was reported at a recent date, January, 1916, that 
the survey had been completed as to 95 per cent of the land, but further 
work thereon had been suspended on account of the war. The enforce- 
ment of the taxes, however, necessarily involves a continuance of a 
large part of the staff. The cost of the Doomsday Book may be 
regarded as a capital investment good for many years to come. It 
was the original plan to have the values revised once every five years, 
although this revision would have little to do with the enforcement of 
the taxes or the determination of their amount except as to the 
undeveloped land duty. 

The administration. 

The making of the Doomsday Book and the whole administration 
is in the hands of the Commissioners of the Inland Revenues. The 
country was originally divided into 128 districts in each of which there 
is a head valuer, whose work is supervised by traveling inspectors. The 
administration was highly centralized, nothing being finally passed 
until approved by the commissioners. Hearings of interested parties 
were also provided for. The assessment districts being large the ofBcer 
in charge was a man of responsibility. As one of the best known facts 
concerning landed property in England is the rental value, that served 
largely in determining the capital value. 

Land, The meaning of the term. 

Thus far we have used the term "land" loosely. It is necessary 
before going further to note the meaning of that term in English law. 
By the so-called "Interpretation Act" of 1889, Parliament decreed 
that unless the contrary intention appears, the expression "land shall 
include messuages, tenements, and hereditaments, houses and buildings 
of any tenure "* For this the nearest American equivalent in tax 

■"MeBBuasB." It mav not be amlas to explain, means a dwelllngr houae, wllh Its 
appurtenant bitiWlnga. yards and gardens. "Tenpmpnts ana hereciltameiitB." nosBlbly 
beat read toeether, sum up all property, or property rlshla. In land, or related to 
land present and future, temporary or permanent. The Finance (1909-10) Act, 1910. 
eicludes "Incorporeal hereditaments fsaulng or granted out of the land." Dr. 
Napier, the great legal authority, explains that thla means generally "advowaona, 
tithes, rights of common, way, water and light, offioea, dignities, franchises or 
rents." a miacellaneoua list of privileges or burdens, which would theoreticaUy 
increase or diminish the value of land or of the lands from which they sprlnK. or on 
which they fall. As burdens on one piece they may enhance the value of other pieces 
to which they Inure as a beneflt. Thus, If the owner, or user, of one piece o( land 

must leave light (or a nelgl'- ■■ - -- — - — •-- • ■-- — — - 

"Incorporeal nereditament. 
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law is "real estate aod any interest therein." Thus we must bear in 
mind then that in English law "land" is not merely the Qod-given 
soil, or the surface of the earth, but minerals under and man-made 
improvements on and under the surface. This, however, is not what 
is taxable under these tases. It is only the "site value" which is 
taxable. This is a somewhat intricate conception and difficult to arrive 
at. For the first we may say that "site value" is approximately 
what the American would call the value of the "bare land," or what 
our tax laws mean by land values when they distinguish between land 
and the improvements thereon, if we exclude improvements like grad- 
ing, drainage or embankments. 

There is another term to which the English law gives ft meaning 
different from that which it has in this country, and that is "owner." 
The act says that the term "owner" means the person "entitled in 
possession to the rents and profits of the land in virtue of any estat« 
of freehold, except that where land is let on lease for a term of which 
more than fifty years are unexpired, the lessee under the lease, or if 
there are two or more such lessees, the lessee under the last created 
under lease, shall be deemed to be the owner instead of the person 
entitled to the rents and profits as aforesaid." Thus the tenant who 
has a long lease of which fifty years are unexpired, is to be regarded as 
the owner. As much of the land in England is leased this is important. 
The explanation of this provision seems to be that in the first place any 
increase in the value of the laud would accrue to the tenant at least 
for the period that the lease still has to run, and in the second place, 
the increase that might accrue to the owner will, in any event, be 
covered by the second of the new duties, the Reversion Value Duty. 

In the intricacies of English land tenure, simplified as that has been 
by legislation during the last century, there still remain some forms of 
landholding which are unknown and others which are uncommon in 
the United States, and what is more important to a clear understand- 
ing of the English law there are shades of meaning, wholly unfamiliar 
to us, which attach to those terms which are in common use in both 
countries. It is difficult for one not to the manner horn to appreciate 
these differences. But there are some of them which it is necessary 
to try to distinguish. At the very beginning of the act we encounter 
the term "fee simple of the land," Dr. Napier says that "fee simple" 
is "the fullest and most complete right of ownership known to English 
law." Joshua Williams, the learned author of "The Law of Property," 
tells us that "English law recognizes property in, but not absolute 
ownership of, land." In fact, if not in theory "fee simple" is a 
right of ownership, not quite but yet very nearly, as complete and 
free as the rights conveyed by a United States patent. The Crown 
has theoretical rights in land which is held in fee simple that exceed 
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oar recognized govemmeDtal rights of eminent domain. But tbe exer- 
cise of these rights is not common. Possibly a helpful way of express- 
ing the distinction, at least so fsr as transferability of title is cooeemed, 
is to say that the American conception of fee simple is less personal 
than the Eaglish. Thus we speak of "patented land" as if the patent 
were a concrete condition attaching to the land, although, of course, 
the owner's personal rights do arise from the patent But the Eaglish 
use of the term "fee simple" su^ests first of all the owner's personal 
rights and yet implies also a condition attaching to the land. For 
our present purpose this subtle distinction is of only minor importance 
since the act contemplates that the tax will reach every "interest in 
the land." Thus leasehold interests of all sorts are separately treated. 
Bat a mortgage on land is aot considered an interest therein. 

"Copyholds" and "customary freeholds" are two terms not known 
in the United States. They are forms of tenare little short of "fee 
simple." The act provides that these shall be resolved into their con- 
stituent elements and treated either as : (1) ownerships, or as (2) leases, 
according as their terms run. Thus, under the "Copyhold Act of 
1894," or under the common law, copyholds and customary freeholds 
may be "enfranchised" and the "lord's seigniorial rights or interest 
in the land" released, by a bargain between the lord and the copy- 
holder. The consideration which would have to be paid to obtain 
enfranchisement is treated as lessening the value of that interest in 
the land that is held under copyhold. 

Selation of these taxes to other taxes. 

These are new and additional taxes. They make, save in one minor 
point, no material change in prior existing taxes or govermnent chaises 
on land or on the income or rent therefrom. Thus the old land tax, 
if it has not been redeemed, goes on as before. There is some three 
and one-half million dollars of this old tax still collected each year. So, 
too, the local "rates," which are in various ways too complex to set 
forth here, relating to land or to its rentals, continue unchanged. A 
plan to donate half the proceeds of the new tases to local highways, 
which was embodied in the act, has been abandoned. So these new 
taxes work no relief in local taxation directly. There is no change on 
account of the new taxes, in the income tax schedules A and B, which 
cover income received from land. Nor are the several inheritance 
taxes affected, save that in computing the principal value of an estate 
subject to these taxes, there is to be a deduction made equal to the 
amount of the increment tax paid on the .same occasion. As this 
deduction is from the value, and not from the tax, it will make a 
relatively insignificant reduction in the death duties. 
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Theory of these taxes. 

The general theory of these taxes seems to be that the "site value" 
of land, in 80 far as it is not attributable to any expenditure, skill or 
foresight on the part of the owners, and excluding such expenditure, 
is a result of social and economie progress, a consequence of the growth 
of population and therefore is a subject peculiarly St for taxation. 
Under this theory then the increment in the value of land from time 
to time is preeminently a fit subject for taxation. By the same test 
the attempt to make a speculative profit by holding land idle and out 
of use is equally a proper subject of special taxation. The theory 
assumes that the increase of land values "is a perpetual stream of 
communal wealth deposited from year to year on the property of the 
fortunate owners of land" as Dr. Napier expresses it. 

But these taxes are not the "single tax" of Henry George, nor do , 
they approximate it. The resemblance is superficial and lies in the 
single fact that both taxes rest on the assumption that the increment of 
land values is the result of the growth of population. The object of 
the single tax is to take from the owner of land the enjoyment of the 
annual value of the ground rent. But the increment value tax leaves 
the owner in full enjoyment of the rentals until an "occasion" arises 
and then takes only a part. The single tax makes the government at 
least a partner with the owner, if not the owner in chief, but the incre- 
ment taxes make the government a quasi-heir to the owner's interest, 
or to a part thereof. Furthermore, these taxes might, conceivably, be 
defended on the same grounds that higher rates for the income tax 
have been applied to some kinds of income. Thns, if it is proper to tax 
income from investments, "lazy incomes," as Gladstone called them, 
more heavily than incomes which are gained from work, then it might 
be urged that the increment in the value of one's land is a very "lazy" 
income. 

Further light is thrown on the theory of these taxes by the meaning 
that is given to the "site value" that is to be the basis of the tax. 
Site value has been variously described as "the prairie value" or as 
the "pure economie rent" of land. A given piece of land in its present 
state ready to be built upon, may have been drained or graded, roads 
may have been built to provide access to it, the old land tax, or the 
old tithe, originally a church contribution, on it may have been 
redeemed, parks, squares and boulevards may have been laid out at 
the owner's expense to enhance its attractiveness, and advertising may 
have lent it popularity or created a vogue for it. "Whatever value any 
of these things or other things, if done at the owner's or his ancestors' 
expense, may add to the value of the land is eseluded from the taxable 
site value. It is not, however, prairie value alone but that pins the 
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value that has been added by the community through growth of popula- 
tion aud the development of its institutions, good schools, churches, 
public works and the observance of law and order and the like. On 
the other hand, the land may be subject also to burdens, fixed charges, 
easements, restrictions, or cumbered by buildings, forests or ghrubs, 
unsuited to its proper use, all of which lessen its value. Dr. Napier 
points oat that "It may, indeed, be that the assessable site value is a 
minus quantity, as where the nominal value of a rent charge issuing 
out of the land, either of itself or with the cost of roads, drainage or 
embankment exceeds the value of the land free from that charge." 
What is subject to the tax is then pure economic rent or the value of the 
"original and indestructible powers of the soil," in the market as that 
market is now constituted. 



The theory of the tax would have required that it should be imposed 
on all land, but agricultural lands were exempted. It was stated by 
the proponents of the new taxes that they would eventually be extended 
to eover all land, but agricultural land in England at the time of the 
imposition of these taxes was not advancing but declining in value. 
It was claimed that agricultural land had decreased in value from 
1878 to the time the act was proposed by between 20 and 25 per cent. 
These taxes are, therefore, primarily taxes on city lands, and fall 
especially on suburban lands, the value of which it is said has been 
increasing rapidly. 

How the site value is to be determined. 

How the site value is arrived at and assessed is of peculiar interest. 
The act is very explicit on this point, and has been supplemented and 
interpreted by rulings of the Commissioners of the Inland Revenue so 
it is possible to get at this very fully. 

While the values are to be finally fixed by the commissioners, the tax- 
payers must assist, and any one connected with the use of the land may 
be called upon to assist in the work. As we shall see, the assessment 
requires a great deal of information, and the administration was 
regarded by the landowners as extremely "inquisitorial." Most of the 
opposition centered around one of the schedules or reports that the 
landowner is required to file. This was known as "Form IV," which 
had to be fiUed out by every "owner of land and by any person receiv- 
ing rent in respect of land." In a way it appealed to divergent inter- 
ests, since it makes the landlord tell tales on his tenant and the tenant 
on his landlord. It is a cumbersome schedule, this "Form IV," a really 
appalling document. It calls for information on everything that can 
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possibly throw light on the valae. The owner may fix a value which 
then must be "considered" but is in no way binding or limiting on the 
pommissiooers. The latter must, however, submit a "provisional" 
valuation, to which the owner has the privilege of objecting. Finally, 
an appeal lies to a referee and from him to the courts.* 

The definition of value is that it shall be the value which it would 
be expected that land would realize "if sold ' ' ' in the open market 
by a willing seller in its then condition." This definition contains as 
many doubtful elements as do the American property tax value defini- 
tions. But who can frame a better one? 

The four values. 

There are in all four different values which the commissioners are to 
fix, three of which enter into the computation being used to ascertain 
the fourth. They are: (1) the "gross value"; (2) the "full site" 
value; (3) the "total value," and (4) the "assessable site value." The 
definitions given in the act are : 

' ' The gr(ss value of land means the amount which the fee simple 
of the land, if sold at the time in the open market by a willing 
seller in its then condition, free from incumbrances, and from any 
burden, charge, or restriction (other than rates or tajtes) might 
be expected to realize. 

"The full site value of land means the amount which remains 
after deducting from the gross value of the land the difference (if 
any) between that value and the value which the fee simple of the 
land, if sold at the time in the open market by a willing seller, 
might be expected to realize if the land were divested of any build- 
ings and of any other structures (including fixed or attached 
machinery) on, in, or under the surface, which are appurtenant to 
or used in connection with any such buildings, and of all growing 
timber, fruit trees, fruit bushes, and other things growing thereon. 

"The total value of land means the gross value after deducting 
the amount by which the gross value would be diminished if the 
land were sold subject to any fixed charges and to any public 
rights of way or any public rights of user, and to any rights of 
common and to any easements affecting the land, and to any cove- 
nant or agreement restricting the use of the land entered into or 
made before the thirtieth day of April, 1909, and to any covenant 
or agreement restricting the use of the land entered into or made on 
or after that date, if, in the opinion of the commissioners, the 
restraint imposed by the covenant or agreement so entered into 
or made on or after that date was when imposed desirable in the 
interests of the public, or in view of the character and surround- 
ings of the neighborhood and the opinion of the commissioners 
shall in this case be subject to an appeal to the referee, whose 
decision shall be final. 

3 revenues. But thi* 1* tmottier 
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"The assessable site valae of land means the total value after 
deducting — 

(a) The same amount as is to be deducted for the purpose of 
arriving at full site value from gross value; and 

(6) Any part of the total value which is proved to the com- 
missioners to be directly attributable to works executed, or 
expenditure of a capital nature (including any expenses of 
advertisement) incurred bona fide by or on beh^f of or solely 
in the interests of any person interested in the land for the 
purpose of improving the value of the land as building land, 
or for the purpose of any business, trade, or industry other 
than agriculture ; and 

(c) Any part of the total value which is proved to the com- 
missioners to be directly attributable to the appropriation of 
any land or to the gift of any land by any person interested 
in the land for the purpose of streets, roads, paths, squares, 
gardens, or other open spaces for the use of the public; and 

(d) Any part of the total value which is proved to the com- 
missioners to be directly attributable to the expenditure of 
money on the redemption of any land tax, or any fixed charge, 
or on the enfranchisement of copyhold land or customary free- 
holds, or on efEecting the release of any covenant or agreement 
restricting the use of land which may be taken into account 
in ascertaining the total value of the land, or to goodwill or 
any other matter which is personal to the owner, occupier, or 
other person interested for the time being in the land; and 

(e) Any sums which, in the opinion of the commissioners, it 
would be necessary to expend in order to divest the land of 
buildings, timber, trees, or other things of which it is to be 
taken to be divested for the purpose of arriving at the full 
site value from the gross value of the land, and of which it 
would be necessary to divest the land for the purpose of realiz- 
ing the full site value. 

Where any works executed or expend'iture incurred for the 
purpose of improving the value of the land for agriculture 
have actually improved the value of the land as building land, 
or for the purpose of any business, trade, or industry other 
than agriculture, the worlis or expenditures shall, for the pur- 
poses of this provision, be treated as having been executed or 
incurred also for the latter purposes. ' ' 

At first reading the definitions and the method they prescribe seem 
round about and involved. It requires a little study to see what they 
mean and the reasons for the involved language. Thus it seems strange 
to be told that to find the "total value" you must take from the "gross 
value" the difference between the "total value" and the "gross value." 
Surely if one knows the "total value" to begin with, why compute itT 

The fact is that the "total value" is substantially the market value 
of the land in the broad sense, including the improvements. It will be. 
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in meet instances, the first ascertainable quantity ; &a ascertainable fact. 
It is the price that is paid when the "land" is sold. The "gross value" 
is a hypothetical quantity, set up merely to call attention to certain 
factors Tvhich, in most cases, diminish the "site value" but are not 
necessarily included in the "total value," in fact are generally reasons 
why the "total value" is low. These factors are, according to Dr. 
Napier, "easements, fixed charges, and restrictions arising out of con- 
tract and many other burdens."* 

The "total value" or the market price would, generally speaking, be 
less than the gross value. It is, of course, conceivable that a given piece 
of land might enjoy rights from or over other lands of a greater aggre- 
gate value than the easements it granted to other lands. But as most 
of these easements and the like are to the public, the usual effect is that 
the gross exceeds the total value. Yet, although the gross value is 
hypothetical it is not necessarily hard to arrive at. Dr. Napier sug- 
gests that it is what the man in the street estimates to be the value of a 
given house looking at it from the street and knowing nothing of the 
easements, fixed charges and other burdens attaching to the title. The 
rules of the commissioners direct the valuers to arrive at the gross 
value by "an independent calculation and without necessarily being 
bound by the actual consideration paid." To illustrate: An experi- 
enced valuer, viewing a factory building and site, decides that it is 
worth, say £10,000. He finds, however, that it actually sold for £8,000. 
On inquiry he finds that it is subject to a right of way leading to a 
neighboring factory, and that another neighbor has a right to free 
space for air and light, and that the property must pay the upkeep of a 
little park in front of it. These easements account for the difference. 
By considering these easements separately and in the light of the gross 
value he has more information than he would otherwise have as to the 
reasonableness of the "total value." Furthermore, "gross value" is 
useful in equalizing between diflferent pieces of property, the more 
especially as the relative values are disturbed by the easements. 

"Pull site value" is also defined in the same roundabout way as 
"total value." It would have seemed simpler to have said that it is 
the "total value," less what a buyer would include in that value for the 
buildings, plus the value of the easements which make up the difference 
between "gross" and "total" value. The treatment of the value of the 
buildings and other structures is very interesting and suggestive. The 
most important thing is the emphasis laid on the idea that buildings 
and other strictures are to be valued, not at cost, nor at reproduction 
cost, nor depreciated cost, but simply and solely at what they add to 
the value of the entire complex of which they form a part. In the 
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same way expenditures on the site to adapt it to use are valued not 
at what they cost but at what they add to the site without reference to 
cost. A sea wall may add greatly more than its cost to the value of a 
salt marsh. Again, there are to be deducted "any suma * • * it 
would be necessary to expend in order to divest the land of buildings, 
timber, etc." The reason for this curious provision is that the act had 
in contemplation lands on the suburbs of cities, from which the old farm 
buildings and other stu£E would have to be removed before it could be 
used for building purposes. Again, we find that a deduction may be 
allowed for "expenses of advertising." That is, intangible as well aa 
tangible values attaching to the land and resulting from the owner's 
own efforts or expenditures are to be deducted. Even "good will or 
any other matter personal to the owner" is to be deducted. 

The wide extent to which lands in England are leased, to which 
reference has already been made, makes it necessary to split up the inter- 
ests in many cases. Bents for lands, annuities paid out of them and 
the like, have to be separated. This is done by eomputing the present 
values of the different incomes, whether for a fixed term of years, for 
life, and so on. It is interesting to note that in making these computa- 
tions 4 per cent was used for computing the values of the fee simple 
and 6 per cent for computing leasehold interests. 

The occasions. 

The increment value duty is levied and is payable on occasions. The 
occasions are: (1) the transfer or sale of the fee simple of the land 
or of any interest in the land, or the grant of a lease for over fourteen 
years, unless the contract for the sale or the lease was made before the 
act took effect, i. e., April 29, 1910; (2) on the death of any person 
dying after the passage of the aet where the fee simple of the land or 
any interest therein is subject to the estate duty;" (3) where the land 
is held by a body corporate or its equivalent, then the occasions on 
which the tax is levied are the 5th of April, 1914, and every subsequent 
fifteenth year thereafter. But the tax is then payable, if the corporate 
body so elect, in fifteen annual installments. The granting of a short 
lease, that is one for not more than fourteen years, is not an occasion. 

The basis of the tax. 

On each occasion the "site value" is reascertained in substantially 

the same manner as it was for the new Doomsday Book. If there haa 

been a sale of course the price paid is the important matter. Each 

interest is separately assessed, but the tax applies only to the one that 

■The estate duty is the chief Inheritance tax. Unlike most American Intaeritanca 
taxes. It Is levied on the estate of the deceased, not an the distributive ibarei, which, 
In EnBland, are Subject to another tax. 
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is the subject of the occasion. The miit is each piece in separate occupa- 
tion or use. 

The tax is levied on the "increment value," or the difference between 
the "site value" as assessed on the "occasion" and the "original site 
value ' ' set down in the new Doomsday Book, if the former exceed the 
latter. No duty is payable unless the increment is more than 10 per 
cent of the original site value and the duty is collected only on that 
part of the increment which exceeds this 10 per cent. The duty on the 
10 per cent is "considered paid," which is a curious sounding provision, 
but one that has its effect on the computation of the tax on subsequent 
"oeeasions." If on occasions after the first the increment is not more 
than 10 per cent of the site value on the last occasion preceding no duty 
is due, and so on. But these deductions may not be accumulated so as to 
exceed 25 per cent of the original value in any period of five years. 
These 10 per cent deductions are explained as covering any expense the 
owner may have been put to by the act and as a margin for possible 
mistakes in the valuations. No duty is payable unless the site value on 
an occasion exceeds the original site value. Thus, if a piece of land 
shrinks in value and then later recovers but does not exceed the original 
value, no duty is payable on the increment from the low value t« which 
it f eU. 

It will be observed that it le in the interest of the owner to have a 
high value placed upon the property in the first instance. Consequently 
those owners who had reason to claim that their lands were depreciated 
on the 30th of April, 1909, had a grievance. They were given relief 
in 1911, when the act was amended permitting them to substitute any 
value, which they could prove, by evidence, such as a sale, had been the 
value during a period of twenty years prior to April 30, 1909. 

The rate. 

The rate of the Increment Value Duty is one pound in every full five 
pounds of taxable value. That is one-fifth, or 20 per cent, of the incre- 
ment in value is to be taken by the government, whenever the owner 
harvests the increment. 

Collection. 

The duty is collected as a stamp tax on the instrument of transfer. 
Thus, if it is not paid the transfer is invalid and the instrument worth- 
less so that the vendee will see to it that the stamps are attached. 

niuslrative examples. 

Let us assume that there is a lot of land known as Whiteacre, which 
is a factory site and on which there is a suitable factory building. On 
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April 30, 1909, it was fonnd to be worth: "Groes value" £10,000; "total 
value," £9,000; "full site value," £2,000. Then, by the rule laid down 
in the definitions the "original assessable site value" is £9,000 — 
(£10,000 — £2,000) — the sum of the various deductions. If it appeared 
that there had been expended on a retaining wall £100, for street work 
£300, to redeem the old land tax of £5 per annum, £100, then the total 
of the deductions is £500. Then 9,000 less 8,000 less 500 gives 500, and 
the assessable "site value" is £500. 

Let OS now assume that A is the owner of the fee simple and that 
there is no lease or other interest in the land. On January 1, 1912, 
A sells the fee to B for a price which by the same method as was 
followed above but with, of course, new values for the different items, 
gives a new "site value" of £1,000. This, then, is the first "occasion" 
on which the tax is to be paid. The tax is one-fifth of the difference 
between £1,000 and £500, or £100, but the amount to be paid is only 
£90 because the tax on one-tenth of the original site value is " considered 
as paid " 

A year later B leases the property to C for 99 years. For the pur- 
poses of this tas the lease is considered in the same light as a sale. 
On this the second "occasion" for the imposition of the tax the "site 
value" is found from computing the value on the basis of the rent to 
be £1,250. The increment accruing to B is £250. He would apparently 
be entitled to a deduction (or to "consider as paid") for the tax on 
10 per cent of £1,000, or £20 in tax. But it will be observed that this 
flOO, plus the £50 allowed to A on the first "occasion" makes £150 
which exceeds 25 per cent of the original site value of £500 and is, 
therefore, more than is allowed in any one five-year period. Hence 
the calculation is changed about; £500 plus 25 per cent of itself is 
£625. The total increment duty that can be collected is, therefore, 
£125, that is, one-fifth of the difference between £1,250 and £625. But 
of that total, £90 has been paid by A, so the tax on B is £125 less 
£90, or £35. He thus pays £5 estra for making his money so fast. 

Twenty years later, C underleases the property for 21 years to D, 
There are now three parties at interest: D, who has the property in 
use; C, who holds D's lease and has a reversion in expectancy on his 
own leasehold interest after 21 years, or for a period of 58 years remain- 
ing after D's lease falls in; and B, who has a reversion in expectancy 
after 79 years. The consideration for the lease paid or agreed to be 
paid by D and other factors now show a site value of £2,000 on this 
third "occasion." The last site value was £1,250, hence the increment 
on this "occasion" is £750, and in computing the tax there is to be 
deducted the tax on 10 per cent of £1,250, leaving a tax computable of 
£125. But this has to be apportioned between C and B, only one of 
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whom, namely C, has realized his increment. The computation is as 
followa: £2,000, the site value, at 4 per cent, would yield £80 a year; 
£80 a year for the next 58 years, the term of D's leaae, is worth now 
£1,794, 8s. Hence, C's interest is to B's interest as 1,794.4 is to 2,000. 
C, therefore, pays that fraction of £125, or £116, 12b, 9d. 

The incidence of thia tax. 

The imposition of these taxes, nay, even their first whispered 
announcement, at once depressed the value of land. This is not only 
in accordance with the accepted theory of the incidence of these taxes, 
but an acknowledgment of that efFect is written into the act itself 
in several important particulars. First, there was the rule that the 
original site value should be reckoned as of a date before the effect of the 
announcement of the new taxes was felt. Second, there was the con- 
cession that the highest price that was obtained at any time during 
twenty years before the new taxea were levied sbo>dd be the basis from 
which to start. The consequence was that the owner at the time of the 
imposition of the tax was obliged to assume the whole burden of the 
tax forever, in so far as the amounts thereof eould be foreseen. Pop 
each purchaser or lessee would naturally deduct from the price he would 
be willing to pay the "present value" or capitalized value of the tax 
that he would have to pay and also that of the taxes which his suc- 
cessors would have to pay and which in turn they would deduct from 
him. In computing the effect there are two uncertain factors — one is 
the amount of the increment, and the other is the times when the 
occasions will occur. These two uncertainties introduce into the study 
of the incidence of these taxes certain very interesting and complex 
considerations which will be considered in another place. 

THE REVERSION DUTY. 
The reversion duty in England rests on a practice common in that 
country and not nearly so common in the United States of leasing land 
for long terms. The lessee then builds on the land, makes various 
improvements and may, under the conditions of the original lease, sublet. 
At the termination of the lease the whole property reverts to the owner 
of the fee. The terms of the leases are usually such as to protect the 
interests of the various parties. But they vary greatly. If, for example, 
it is expected that the buildings put up by the tenant will outlast the 
lease, or if he is required by the lease to keep such improvements as 
will outlast the lease, then there may be some compensation to be paid 
by the landlord at the termination of the lease, or it may be that he 
makes an abatement in the rent charge to cover such improvements. But 
since all the developments of the future can not be foreseen when a long 
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lease is written it not infrequeotly happens that a Considerable windfall 
accrues to the Landlord. This is the more likely to happen in the case of 
land that is rapidly appreciating in value. It was to cover these wind- 
falls, which are somewhat akin to an "unearned increment" that the 
Reversion Duty was added to the list of the new taxes. That, despite 
all attempts to equalize the benefits which may have been made in the 
original lease an added value is found to fall to the landlord, is stated 
by Dr. Napier as follows: "It usually happens that on the expiration of 
a building lease the owner of the fee simple expectant upon the lease 
comes into a property worth much more than the fee simple of the prop- 
erty at the time when his predecessor in title made the lease." This 
profit, consisting of the increase in site value and whatever building or 
improvement values there may be over and above what was anticipated 
by the terms of the lease written long years before is the subject of the 
reversion duty. 

The theory of the tax is that the owner of the fee simple has received a 
safe interest on his money or investment for many years and on the 
termination of the lease gets back his money or the principal with added 
values. Such a ' ' windfall " is to be shared with the government. Since 
the holder of a long lease is regarded as the owner with reference to 
underleases it may also fall on a tenant. 

The rate of the reversion duty is one pound in every full ten pounds 
of the value of the benefit accruing by the reversion. The rate is lower 
than that of the increment duty by reason of the fact that the benefit 
is not wholly economic rent. In proportion to the value of the whole 
property it is possible, however, that in many eases this tax will be 
heavier than the increment value duty. It is apparently not intended 
that an increment duty and a reversion duty shall both be coUeeted for 
that portion of the benefit which is increment in the site value, in case 
the "occasions" overlap or coincide. 

For obvious reasons the values and methods of valuation for the 
reversion duty are not those for the increment value duty. In the first 
place the thing to be valued includes buildings as well as the under- 
lying earth. The original value, moreover, is that at the time the lease 
was written and is to be computed on the basis of all payments and 
considerations in the lease. The value of the property at the end of 
the lease is our old friend, "total value," as explained in connection 
with the increment value duty. There is deducted from this before 
the original value is subtracted the present value attributable to any 
expenditure by the lessor during the life of the lease, and any com- 
pen.sation he may have to pay to the lessee by the terms of the lease. 
Exempt from this doty are agricultural lands, and leases for short 
terms which for this purpose are those not exceeding twenty-one years, 
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leases covered by the Mineral Bights Duty, and leases of public prop- 
erty, or such as is used for charitable, educational and other quasi 
public purposes not resulting in private profit. 

The reversion duty is not a lien on the property. The beneficiary 
of the reversion must report to the commissioners under heavy penalty 
for failure. But there is no danger that the collection will be jeopard- 
ized, because there is in England so much publicity as to the essential 
facts arising under the administration of the income tax and of the 
local rates that concealment from the officials is practically impossible. 

Numerical Example. 

Selling value ot the entire property at the end of the leaae £2,000 

Expended by lessor on betterments £300 

Compensation for fixtures 200 



Total dednction 



Amount that the lessor rece 
Original values: 

a paid for lease.. 



Annual rental of £20, taken at twenty-fire years' purchase 

Total original 



Benefit taxable _ 



Tax at 10 per cent, £70. 

THE UNDEVELOPED LAND DUTY. 

Undeveloped land is defined as follows: "Land shall be deemed to be 
undeveloped land if it has not been developed by the erection of 
dwelling houses or of buildings for the purpose of any business, or 
trade, or industry other than agriculture." Land once developed 
may revert by virtue of nonuse, or owing to the buildings becoming 
derelict. Land in process of development, or being marketed, is con- 
sidered developed if £100 per acre has been spent on roads, sewers, 
etc., within the past ten years. 

The assessment is on our old friend the "assessable site value," ascer- 
tained as explained above. For the first five years the assessment Js 
on the "original site value" as of the 30th of April, 1909. A new 
assessment or valuation is to be made every five years. In the interval 
between the quinquennial assessments lands passing into the "unde- 
veloped" class must be valued. "When the increment tax has been paid 
the "site value" is reduced by the amount of the increment that was 
taxed. 

Exempt are : Land whose site value is less than £50 per acre ; parks, 
woodlands and the like devoted to public use, or recreation, or to 
which the public enjoys access amounting to a public benefit. In the 
case of undeveloped land actually in use for agriculture, if the site 
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value be over £50 per acre, and the site value for purposes other than 
agriculture exceeds the value for agriculture, the excess ia considered 
the undeveloped value, and that excess is taxable. But small holdings 
of this class not worth over £500 are exempt. A free acre of land 
is allotved with a dwelling house, and gardens or pleasure grounds not 
in excess of five acres, whose value for the purposes of building, etc., 
does not exceed twenty times the annual value adopted for the income 
tax, are exempt. 

The rate. 

The rate of the undeveloped land duty is one-half penny for every 

twenty shillings of assessable site value. Interpreted in the common 
terms of American tax rates, the rate is $2.08 per thousand, or twenty 
cents and eight mills per $100, or two mills and a little over per $1.00. 
By itself it is a trivial tax. But conjoined to and added to the other 
taxes and charges falling on land it is not unimportant. As the tax 
could not be determined until the valuation was completed it was made 
payable retroactively to and for the year ending March 31, 1910, and 
each subsequent year. 

The tax is a sort of penalty for not using the land or for not selling 
or leasing it so that it may be used. 

The tax is not expressly made a lien on the land, but the act contains 
the dictum that the tax "shall be borne by that owner (i. e. 'the owner 
for the time being' presumably when assessed) nothwithstanding any 
contract to the contrary." It is not very probable that the tax can 
be shifted by the owner, but if it should be the ease that economic 
forces dictate a shifting, say to the purchaser, this dictum of the law 
will be as potent as Canute's command to the tide, of which it smacks. 

Knmerical illustration. 

This tax is so simple in the main that no example is necessary, except 
for the case of land used for agriculture pending the opportunity to 
sell it at a profit. Thus "Blackacre" may have an agricultural value 
of £500 and a "site value," in view of the growth of the neighboring 
town, of £1,000. The duty is on the difference, or £500. If subse- 
quently leased for market gardens its agricultural value may rise to 
£700 and at the same time the site value for a factory may be £1,500, 
then the duty is on the £800. 

MINERAL RIGHTS DUTY. 

The fourth of the new duties proved to be the largest revenue getter, 

during the first period of the life of the new taxes. Down to the 31st 

of March, 1913, it had yielded in all £1,250,000 ($6,087,000), while all 

the other three together yielded only £250,000 ($1,217,000). 
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The tax with which we now deal is not a tax on the capital value of 
the minerals. It is a tax on the annual or rental value, a basis as 
familiar to the English people as it is unfamiliar to na. It is based on 
the annual rental value of all rights to work minerals and of all mineral 
way-leaves.* The rate is one shilling for every twenty shillings of the 
rental value paid by the working lessee, or its estimated equivalent if 
the proprietor works the mine himself. The year for the rental is the 
year ending September 30th. If the proprietor receives an increased 
rent in consideration of making developments, the amount he expends 
on the development is deducted. If the working lessee holds from one 
who is himself a lessee, intermediate between the proprietor and the 
working lessee, the latter may deduct from the rent he pays the propor- 
tionate part of the tax. Clay, brick clay, or brick earth, sand, chalk, 
limestone and gravel are not minerals subject to the duty. 

The reversion duty is not payable on the termination of a mining 
lease, nor is the grant of such a lease an "oeeasion" under the incre- 
ment value duty. 

But although mineral rights are subject to such a heavy tax that is 
not all of these new taxes which may fall on minerals in some cases. 
In the first place, when minerals are sold, apart from the land, as if 
they were a separate parcel of land, they are liable, as other land, to 
the increment value duty, on their capital value. The same is true if 
they pass by death when they are not being worked. 

Minerals which were being worked at the time of the passage of the 
aet and continue to be worked without an idle period of two years or 
more, pay only the Mineral Rights Duty. 

But special provisions as to the Increment Value Duty are made to 
apply to minerals opened and worked that were not being worked when 
the act was passed, or which may be opened and worked after any 
period of two years or more of idleness. In such cases there is an 
ingenious application of the Increment Value Duty which turns it from 
a lump sum "occasional" tax into an annual tax. In assessing this 
form of the increment value duty the first step is to ascertain the 
original capital value at the time the act was passed, or on becoming 
idle for a period of more than two years. This is done as nearly as 
may be according to the methods already explained for ascertaining 
site values. The next step is to compute the annual value correspond- 
ing to this capital value, which is fixed at "two twenty-fifths parts of 
the capital value," which cumbersome fraction is, of course, equivalent 
to 8 per cent. If, when the minerals are worked, the annual rental in 
any year exceeds the sum fixed by the second step as the original value, 
then the increment tax is based on that excess. If, however, a part 
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of the rental is return for capital expended in development work during 
the fifteen years, a deduction is allowed. 

It is not intended that both the annual Increment Value Tax and the 
full Mineral Rights Duty shall be paid, but whichever is the higher 
is the measure of the total to be paid, the other, if paid, being allowed 
as a deduction. 

GENERAL COMMENT ON ALL FOUR TAXES. 

As we have seen, these four taxes are cunningly woven together. 
The undeveloped land tax might appear to stand alone, but there is 
one important respect in which it holds up the others. It has been 
noted that for the Increment Value Duty the owner will endeavor to 
have a high value fixed in the original assessment, for then the taxable 
increment thereafter will be smaller. But if he succeeds in this 
endeavor and his land is "undeveloped" he will have to pay a higher 
imdoveloped land duty than otherwise. Then, too, a high original 
value fixed for the Increment Value Duty may rise up to plague his 
heirs when the estate duties (inheritance taxes) have to be paid. More- 
over, there is always the possibility of increased rates. 

Aside from one or two harsh features the act is full of tenderness 
and mercy for the taxpayer. The taxes, except for the undeveloped 
land duty, fall only on realized values, and deductions and exemptions 
are allowed with the utmost liberality. In some cases the allowances, 
as for example those for advertising and good will, are almost fanciful. 

The yield. 

The Report of the Commissioners of His Majesty's Inland Revenue 
for the year ended March 31, 1915, gives the following as the "Net 
Receipts" of the several duties, for each of the five years since they 
have been in force: 
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There are several features of these results that need a little expla- 
nation. 

The only one of these duties that went into full effect at once was 
the Mineral Rights Duty. The others could not even begin until the new 
Doomsday Book was completed. By March, 1915, it was reported 95 
per cent of all the land in Great Britain had been valued. The report, 



Ctx^t^lc 



BEPORT OF STATE TAX COMMISSION. 151 

however, states that owing to the depletion of the staff by mobilization 
and the departure to the war of the owners and others who had a 
voice in the valuations all further work on the valuations was sus- 
pended. In 1914 the colleetion of the Reversion Duty and of the 
Undeveloped Land Duty were suspended by court decisions adverse to 
certain features of the valuation method. In the nature of things the 
Increment Value Duty could not be expected to yield much at first 
as the "increment" ripens only with the passage of time. 

I have tried to guess what the rate of increment was. This can not 
be done with any accuracy, as the Report does not give the "assessable 
site" value; it gives only "total values." The "total values" for all 
lands is reported as £4,555,285,522. The "oeeasion" valuations made 
for the purposes of Increment Value Duty to March 31, 1915, gave 
£490,920,918. How much of this was site value it is impossible to 
ascertain. Various writers (see Stamp, British Incomes and Property, 
pp. 339 ff.), have estimated the site value as being anywhere from one- 
fifth to one-half of the total value. The best guess seems to be one- 
third. In number the "units" which were revalued were about one- 
tenth the whole original number of valuations made, and if we allow 
for the increment about one-tenth of the original values were revalued. 
So that it is possible to guess that the pieces revalued were fairly repre- 
sentative of the whole. Beyond this point the estimate is still further 
guesswork. The only sure facts are the total increment duty assessed 
which was £153,234, representing a total increment taxed of £766,170, 
On each of the pieces taxed there was exempt 10 per cent of the original 
site value, whatever that was, and of the greater mass of the revalued 
properties the increment was less than 10 per cent, nil, or minus. 
The best that can be done is to guess that the 9,937 lucky pieces that 
were also so unfortunate as to have to pay the tax increased in value 
not more than 14 per cent in the five years. But this is only a very 
rash guess. 

The incidence of iDCrement value taxes. 

The most interesting scientific problem in connection with these taxes 
is their incidence, upon whom do they fall and how. 

For a study of this the essential features of iucrement value land 
taxes arer (1) that they are based on the increase in the capital value 
of laud; (2) that they are assessed and collected on "occasions" at more 
or less irregular intervals of time, when some event such as a sale 
or a transfer on account of death permits the increase in value to be 
ascertained. 

According to the prevailing theory of the incidence of all land taxes 
the burden falls on the owners and not on the tenants or any indirect 
users, such as those who consume the products of the land. Also, in so 
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far as the future taxes can be calculated m advance, the burden of them 
is capitalized and thrown entirely upon those who are owners at the 
time of their enactment, that is, so far as any future owner is concerned 
the tax is amortized, is dead, in that he acquires the property at its 
value, based on all earnings, Jess a sum which put at interest would 
pay the taxes. This general rule, applicable to all kinds of land taxes, 
would have little bearing if the taxes were made so heavy as to appro- 
priate the full annual ground rental (in that case not merely the incre- 
ment) and thus materially alter the entire economic organization of 
society. 

This broad principle being accepted the next problem is to calculate 
the amount of the depreciation in the private property value of the 
land (the total use value not being affected) which will be occasioned 
by the enactment of a law imposing any given increment value tax. 
This problem differs from that presented by a tax based on the entire 
capital value of land payable at regular intervals, and from any 
regularly recurrent tax that takes a definite proportion of the annual 
rental value. In both of these cases we have only to capitalize the 
amount of the annual tax and the result is the amount by which the 
value of the land is depreciated. The main difSculty in the case of 
increment value taxes arises from the fact that the increment value 
tax leaves the owner in full enjoyment of the rentals until an "occasion" 
arises. Thus they can never appropriate or destroy all present value. 
The depreciation caused is therefore less than that which would be 
caused by a regular annual tax in approximately an equal amount. 
Further, unless it is to his interest to sell the land, the owner will not 
have to pay the tax until his death. 

Inasmuch as the increment taxes are uncertain as to the date of their 
payment they become, so far as calculable, at all in advance, insurable 
risks, and to that extent they are analogous to any foreseeable inherit- 
ance tax, which may be insured against as a risk. Indeed, in some 
aspects, these taxes are analogous to an added inheritance tax imposed 
on inheritances in the form of landed estate. 

In their more common forms and in the ease of the British incre- 
ment taxes these taxes are primarily for revenue purposes and only 
incidentally, or in lesser degree, designed to change existing social 
and economic conditions. Thus the maximum rate of the British incre- 
ment value duty is less than 20 per cent of the increment. Similarly, 
the German Imperial Zuwachssteuer has a rate which approaches 30 
per cent of the increment as a limit. If, for fiscal or for social reasons, 
the rate should eventually he raised so as to approach 100 per cent, 
the whole problem is altered, the effect will be different not merely in 
degree, but in kind, since it would influence one of the main motives 
to land ownership. 



DqitzcdbvCcmi^le 



EEPORT OF STATE TAX COMMISSION. 153 

Every increment value tax, at the time of its enactment, predicates 
two values in land. One is the present value, and the other is the 
future increase in that value. But on closer analysis the present value 
in turn contains two elements ; cue is the capitalized value of the income 
that is now being received or which could hypothetically be received by 
using the land, assuming that this will not decrease in the future ; and, 
two, the present value of such additions to the income as are expected 
to accrue in the future, in so far as those additions can be foreseen at 
the present time. There may be, some day in the future, now unex- 
pected additions to the income (real or potential), the so-called wind- 
falls which will, on the day they can be foreseen, add to the value of 
the land. But these add nothing to the present value. The increment 
value tax falls on two elements, one represented in the present value of 
the land and one not. Only in so far as it falls on the value of the 
expectation of future value now represented, in discounted form, in the 
present value can the increment tax reduce present values. The tax 
on the unexpected will in turn fall entirely on him who is the owner 
at the time the unexpected becomes foreseeable. 

The depreciation, therefore, that will result from the enactment of an 
increment value tax is that due to the necessity of providing a fund 
for the care of the reduction in value caused by the tax as an invasion 
of the expected increase. 

Although so far as any selected pieces of land are concerned, the 
future increase in values may prove to be very irregular, yet the new 
taxes, regarded as revenue measures, obviously assume that by and 
large there will be a steady growth in land values. To study the 
effect on present values we must assume some rate of growth and for 
simplicity it must be a regular rate. What rate to assume is a ques- 
tion which involves some difficulties. If, as economists teach us, rent 
is to be looked at as a differential value attaching to certain pieces of 
land as compared with the least advantageous piece of land (no value 
land) then the propriety of adding these difiEerentials together and 
striking an average is decidedly questionable. But if rent, as most 
business men seem to hold, is to be regarded as the differential value 
attaching to land as against all other possible uses of funds, then we 
may properly strike an average. This is, perhaps, the attitude of the 
average investor. 

As a preliminary example and to illustrate the method which it is 
here proposed to use, let us take the case of a landowner who con- 
fidently expects that his rentals will increase 10 per cent every seven 
years, and who does not now intend to sell and hence assumes that the 
first tax will be paid on the "occasion" of his death. If his expecta- 
tion of life is twenty-eight years he might set down the end of the 
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twenty-eighth year as the time or "occasion" for the payment of the 
first tax. 

Theoretically we might set up the hypothesis that the increment will 
go on growing forever. But this has no practical meaning. Such an 
assumption soon runs into those unreasonable figures which one plays 
with in computing compound interest, for example, since the year of our 
Lord. Practically the business man's horizon is always limited. He 
expects the increase to stop somewhere, and it is not an unreasonable 
assumption that he will refuse to pay good money down now for any 
hoped for gain beyond, say, the average expectations of life of his 
group, or, let us say, more or less arbitrarily, beyond twenty-eight 
years. Hence we may assume that he will regard the rentals as 
settling down to a straight perpetuity after twenty-eight years. 

The following examples are worked on the basis of 4 per cent interest 
and all capital values relate to $1.00 a year rental to begin with. 

Under the foregoing assumption our landowner would reckon some- 
wliat as follows : 

I am to receive $1.00 a year for the first seven years; 

Then $1.10 a year for the second period of seven years; 

Then, $1.21 a year for the third period of seven years; 

Then, $1,331 a year for the fourth period of seven years. 

At the end of the twenty-eighth year I shall have, to pass on, a prop- 
erty yielding $1.4641 a year and worth then at 4 per cent, $36.60 for 
every $1.00 of present income. 

As twenty-eight years is my expectation of life, my heirs will then 
have to pay the Increment Value Duty on this which I believe will be 
the first "occasion." 

Now the present value of the seri^ of annual payments above set 
down, plus the present value of $36.60 to be received twenty-eight years 
hence, would be $30,924, provided there were no tax to pay. But it is 
less by the present value of the tax, and being less the tax is corres- 
pondingly a trifle larger than one-fifth of the difference between one 
and one-tenth times $30,924 and $36.60. To find the present value 
as influenced by the increment value duty we proceed as follows: The 
present value of the property equals $30,924, less the present value of 
the tax. The tax equals one-fifth the difference between $36.60 and 
1.10 times the present value of the land. From this it is easily com- 
puted that the present value equals $30.74, and the tax is $0,557 pay- 
able twenty-eight years hence. The reduction in present value caused 
by the tax is $0.1856 which is 0,6 per cent of the value unaffected by the 
tax. 
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If we were to assume that the rentals double every seven yeara for 
twenty-eight years the present value is $169.18, the future value $400, 
the tax $14.26, and the reduction 7.77 per cent. 

These illustrations will suffice to show tlie principles. 

Some of the propositions concerning these taxes are interesting: 

(A) If there be any material exemption based on a percentage of 
original value, as in the British tax, the more frequently "the "occa- 
sions" occur, the less the revenue. Thus, in our first example when 
the property was assumed to increase in value 10 per cent every seven 
years, if an "occasion" fell every seventh year there would be no 
revenue at all. 

Hence, in a country where transfers of land are frequent, the exemp- 
tion (or abatement) should take the form of a percentage of the incre- 
ment or a lower tax rate, and not of the original value. 

(B) Even if the tax is 100 per cent of the increment, the present 
value is never entirely wiped out nor is the owner deprived of all 
enjoyment of the increments. Thus, if we assume that land wiU double 
in value every seven years (which is certainly very rapid), and the tax 
takes the whole increment, and that the first occasion is at the end of 
twenty-eight years, the present value is still $75.10 per $1.00 rental 
at the start as against $183.45 untaxed (or $25.00, if there were no 

. expected increment) . 

(C) For any considerable area of land the increment value taxes 
are not likely to yield much revenue, unless the rates are very high and 
the exemption or abatement next to nothing. 

(D) Under any conditions that are at all within the reasonable 
expectations, the yield of an increment value tax will be very small for 
the early years. It takes considerable time for the increments to 
ripen. 

The incidence of the undeveloped land duty. 

The effect of the Undeveloped Land Duty is simpler than that of the 
Increment Value Duty. Thus, in the English tax it is one-half penny 
in the pound value, or a little over one-fifth of 1 per cent, and if the 
land were to stay undeveloped means that for every $100 of value 
before the tax the new value would be $95. But as it is natural that 
undeveloped land should ripen in some period of time and the tax 
disappear, the effect is less. The tax at one-fifth of 1 per cent for 
each dollar a year income for fourteen years is about $2.01. Hence, 
under this supposition the value is reduced from $100 to $98. 
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Comparison of tbe British inoremeot value dn^ with the general 
property tax. 

Under the general property tax the increment of value in land 
becomes subject to taxation as fast as it matures. Thus, if a piece of 
land is worth $1,000, and seven years hence is found to be worth 
$1,500, it will then be assessed on the basis of $1,500, the $500 of incre- 
ment value being included. Moreover, as long as this value continues 
to exist, it is taxed at the regular rates of the general property tax. 

If we take the same examples which we used to illustrate the working 
of the British Increment Value Duty, namely: (1) a case in which the 
value increases 10 per cent every seven years up to the twenty-eighth 
year; and (2) a case in which the value increases 100 per cent every 
seven years up to the twenty-eighth year, we have the following compu- 
tations as to the results of the general property tax, assuming the tax 
rate to be 1 per cent of the true value, and 4 per cent as a basis of 
capitalization. 

Example No. 1. 
For every $1.00 of income (ground rent) which the owner is receiv- 
ing, the government is also receiving 25 cents. Both the owner's and 
the government's shares increase by the condition of the problem 10 
per cent every seven years. Thus the taxes on the increment alone 
will he — 

For tbe 8tli to tbe 14tb years, inclusive, at $.025 J.175 

For the ISth to the 21st years, ioctusive, at .<B2.'> .3675 

For the 21bI to the 28th years, inclusive, at .08275 .57925 

Total taies $1.12175 



and further, the government continues presumably forever thereafter to 
collect $0.116025 a year on the accumulated increment alone. 

Under the British increment value tax the increment was found to 
be taxed $0,557 and this sum was not collected until the twenty-eighth 
year. Its present value is $0.1856. Now the present value of the 
series of taxes on the increment alone under the general property tax, 
including tlie perpetuity, is $1.48. But of this we may use only four- 
fifths for comparison with the $0,1856 of the British increment tax, 
because that was computed on the basis of $1.00 a year total ground 
rent, and the $1.48 for the general property tax was computed on the 
basis of $1.25 a year total ground rent of which $1,00 went to the owner 
and $0,25 to the government. Hence the comparison is between $0.1856 
(British) and $1,184 (general property tax), or 6,38 fold. 

Thus we find that the general property tax on the increment is more 
than six times as heavy in the related example as is the Briti^ incre- 
ment tax. 
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But it must be borne in mind that the effect of the permanent appro- 
priation of 1 per cent of the capital value of all land (including the 
value of the increment) lessens materially the value of all private 
ownership of land. The series of rent payments on land assumed in 
our example which we found above to be worth $30,924 untaxed would, 
if subject to the general property tax at 1 per cent, be worth only 
$24.74. 

Example No. 2. 

If the land doubled in value every seven years for twenty-eight years, 
then following the same method as above the government would collect 
in taxes on the increment alone under the general property tax, $20.25, 
and have a tax interest of $3.75 a year in perpetuity thereafter, all on 
the increment alone. 

This series of taxes (including the perpetuity) has a present value 
of $39.51 and four-fifths of that is $31.61. As against this the British 
increment value tax would be $42.78 receivable twenty-eight years 
hence of a present value of $14.26. In this example the general prop- 
erty tax is 2.2 times as heavy as the British increment tax. The present 
value of the private owner's interest in the land under the general 
property tax would be $115.15 as against $169.18 under the British 
increment value tax. 

If, therefore, the aims of the increment tax are: (1) to get revenue 
from the increment value, and (2) to reduce the social significance of 
land ownership, it is clear that the method of increment taxation, unless 
the rate is much higher than that of the British increment value tax, 
is much inferior to the general property tax even at so low a tax rate 
as 1 per cent. 

In short, we are getting much more in taxation out of the increment 
in land value in the United States today than Great Britain could ever 
get by the increment value tax at its rate of one-fifth of the taxable 
increment, and, for that matter, even at much higher rates. 

Furthermore, as frequent transfers will nullify the British tax 
while they merely serve to enhance the general property tax revenues, 
the effectiveness of the general property tax is still greater. 
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PUBLIC SENTIMENT ON TAX PROBLEMS. 

In August la.st this ronimission ksued a preliminary discussion of the 
general subje<-t of taxation. This foreword, accompanied by a ques- 
tionnaire, was sent to persons in the various counties who had expressed 
an interest in the problems being studied by this commission. The 
purpase of the questionnaire was to ascertain public sentiment upon 
various phases of the tax problem. 

Over six hundred replies were received, expressing the views of 
individuals representing practically all occupations and professions. 
Replii's also were received from civic organizations and chambers of 
commerce. The answers took a wide range, and furnished the com- 
mission with many valuable suggestions not included in the questions 
propounded. Many of the answers expressed an appreciation of the 
opportunity afforded the public, through the preliminary discussion 
and the questionnaire, to participate in the solution of the state's tax 
problem. 

An analysis of the various answers to the questionnaire shows the 
iollowing results: 

Queatlon No. 1. 

"Would you favor the exemption from taxation of all factories 
and manufactured products?" 

One hundred and eighty-nine persons favored the exemption, while 
409 were against it. Those favoring such an exemption believe such a 
plan would encourage factories, thereby increasing population and land 
values. Others favored the exemption of the manufactured product 
but not the factory itself. 

Those who were against the exemption believed that such a measure 
would be in the nature of a special privilege and therefore dangerous; 
that it would be an unfortunate precedent and would tend to stimulate 
undue investment in certain kinds of industry. Some favored an 
exemption during the period of infancy of the industry. 

Question No. 2. 

"If most of our public revenue continues to come from property 
taxation, do you believe any property should be exempt from 
paying, in some way, its percentage of such taxT If so, what 
property would you exempt!" 

Three hundred and forty persons answered in the affirmative, and 
250 in the negative. The general impression seemed to be that churches, 
schools and public buildings should continue to be exempted. A few 
favored fraternal halls. Single taxers favored the exemption of every- 
thing except land values. Some would exempt no property except that 
devoted exclusively to public use. 



rg,l,zccbyC(>OgIC 



BBPOKT OP STATE TAX COMMISSION. 159 

Questron No. 3. 

"Would you favor the discontinuance of the tax on personal 
property and the adoption of a reasonable income tax in its placet" 

The tabulation of the answers to this question is on the basis of the 
first part of the question only — the entire exemption of personal prop- 
erty. There were 272 in favor and 284 against such exemption. Some 
expressed themselves in favor of an income tax without exemption and 
many indicated a desire for partial exemption of personal property 
with the adoption of an income tax. 

Question No. 4. 

"Do you believe improvements on land (houses, trees, etc.) 
should be taxed in the same proportion as the land itself 1" 

Answers to this question stood 189 for and 393 against. Over two- 
thirds of the persons answering believed that improvements should be 
taxed less than the land. Many believed that improvements should not 
be taxed at all. 

Those who favored the present tax regard improvements as an invest- 
ment that should bear its proportion cf the burden along with all other 
investments and should be taxed in the same proportion as land. 

Queation No. 5. 

"Do you favor the gradual reduction of taxation upon buildings, 
trees and vines and the assumption of that tax burden by the 
land?" 

Three hundred and fifty-five answered in favor and 215 against. It 
is obvious that nearly all persons who answered No. 4 in the negative 
would answer this question in the affirmative. Many were in favor of 
a rapid reduction of the tax. 

QuMtion No. 6. 

"It is argued that land values in cities and other social centers 
are greatly augmented by the amount of population and that the 
community itself, and not any effort on the part of the owner of 
the land, gives it the high value. If this is true, do you, or do you 
not believe that a man who gains this extra wealth from the com- 
munity, instead of by his own efforts, should pay a greater tax 
proportionately ? ' ' 

Three hundred and eighty-three answered in favor and 185 against. 
Many seemed to think that the question answered itself. Those who 
replied in the negative were mostly of the opinion that people who 
invest in land are taking a certain amount of risk, and that they are 
therefore entitled to the increased value. Some advanced the idea that 
a heavier tax of this nature would be a fine upon business prudence 
and foresight. 
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Quaatian No. ?• 

"If you state in your answer to the preceding question that 
you are in favor of a greater tax upon unearned land values, then 
what percentage of this unearned value do you believe should 
rightly come back to the community, instead of being retained by 
the owner T" 

This question was dependent upon the preceding questions and, as a 
rule, was not answered at any length. 
QuMtion No. 8. 

"Do you believe that land held for speculation should be taxed 
heavier than the land used for home, agricultural or business 
purposes 7" 

Two hundred and eighty-six were in favor of a heavier tax and 285 
were not. Those who answered in the aifirmative gave generally as their 
reason that speculation was the fause of our land problem and an addi- 
tional tax would curb the evil. The chief reasons given again.st such a 
proposition were that it appeared to be unscientific and that it would be 
impos.'^ible for the assessor to tell whether the land was being held for 
speculation or whether the owner failed to improve simply because he 
lacked means with which to make the improvement. 

Question No. 9. 

"Do you favor the idea of setting aside certain classes of prop- 
erty to be taxed for certain purposes (for instance, for state or 
county purposes solely) without regard to the relative burden of 
tax borne by the different classes of property?" 

This question was usually answered in the negative, many persons 
stating that they believed all property of the same class should bear a 
like burden of tax. 

Question No. 10. 

"Do you favor classifying property according to its earning abil- 
ity and taxing it in proportion to that ability?" 

A majority of the answers (313 to 217) were in favor of classifying 
property according to its earning ability, but many of those who favored 
such a plan added many qualifications to their answers. 

Question No. 11. 

"Do you favor a system of indirect taxation for city and county 
governments, similar to that now used by the state?" 

A large majority were again.st a system of indirect taxation for local 
purposes. It was generally opposed, using the argument that an 
indirect tax can usually be shifted upon the consumer and also opens 
up opportunities for many inequalities. 
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TABULATION OF TAX STATISTICS. 

In the following pages will be found many tables of figures gathered 
by this commission in it-s investigation. They form a valuable and 
permanent record of stati.stics for present and future use in arriving at 
deductions in revenue and taxation matters. 

Among other tables will be found the classified returns of answers 
to the questionnaire mailed by this commission in August to represen- 
tative citizens in each of tlie counties of the state. A perusal of this 
table will prove of peculiar interest. There is also a table showing 
individual land holdings of over 2,000 acres from the counties in which 
the commission was able to obtain reports. This information, though 
not complete, vividly shows the existence of grave land problems in the 
state. A table of timber laud holdings from most of the timber 
counties, showing assessments and appraised values, is given, which 
sets forth important facts in connection with the timber land situation 
in the state. 

Tables are presented showing the assessed values of nonoperative 
properties for 1915 and 1916 in each of the counties of the state, segre- 
gated in such a manner as to show the assessed values inside and outside 
of incorporated cities of land, improvements, personal property, money 
and credits. Likewi.se, similar information will be found regarding 
inside and outside operative property of public service corporations in 
the various counties for both years. 

Summarized abstracts of reports made by general corporations for 
the year 1915 are presented. The reports of over 18,000 of these corpo- 
rations were examined, and a segregation made into 238 different 
cla&ses. depending upon the kind of business that the corporation was 
transacting. These classes were again segregated into subdivisions 
showing reports of corporations having gross receipts not exceeding 
$10,000, gross receipts from $10,000 to $20,000, $20,000 to $50,000, 
$50,000 to $150,000, $150,000 to $500,000 and gross receipts exceeding 
$500,000. These figures show that the present system of assessing the 
franchise values of corporations is inequitable and that the smaller 
corporations are undoubtedly bearing the heavier burden of taxation. 

As has been stated in the report, the actual values of properties in 
thirty-eight counties were obtained by selecting properties in each of 
the said counties and having those properties appraised by competent 
appraisers. There will be found a summarized report of this appraise- 
ment for each county, showing the actual value arrived at for inside 
land, inside improvements and outside acreage. Because crops and 
trees were appraised as part of the outside land value no segregation 
is made of outside land and outside improvements. Inside property, 
however, has been segregated into business and residential property. 
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Following the table of appraisals will be found a table of ratios 
deduced from the appraisals and assessments of property appraised, 
showing the ratio of assessed to actual value to each of the various 
segregations of property in each of the counties, Sluch information of 
local interest is obtainable from the study of these ratios. 

By applying the ratios applicable to the assessed value of inside land 
and inside improvements and outside property, the actual values of 
these properties in each county were obtained and from these figures 
was worked out the general ratio of assessed to actual values for per- 
sonal property and money and credits in each county. In counties 
where no appraisals were made the actual values were obtained by 
applying the general average ratio obtained from actual values in the 
thirty-eight counties in which appraisals were made. 

The population of each of the counties and of the cities were estimated 
by applying the ratio between the average daily school attendance and 
the federal census in 1910 to the average daily school attendance in 1915. 

There is also included a summary of rental incomes from various 
parts of the state, together with a summary of the state and county 
tax upon the property rented. 
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t4W,Ul 


136 

1830.000 

7.«0 

»4,**S,888 








10 

(0.750 

SI 

(28.810 




T 


21 |i88,aso 

1 2,Dtfi 
gI 1888,157 


»10,2BO 


23 , (70a.E0 
1 8,439 

,..409 
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20 

26 
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33 
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Showfng (TOM rwrfpu not eiecedlni |10,000._. 


S n,t02 


3 ' t2,S!0 


tllO.017 














*.eoo 


























66 




ShoniDE eroM reccEpte trom flo.Oro to t!0,00<> 

Net profits reported 






1309S75 
































878 






3 














Showing cross reerfpts Irom »aO.«» to »SJ,O00l.. 


9 |327,!» 


|85,«6 


$1,352,804 




61,(20 a,wo 

117.084 4,M9 

38,500 4,000 

402 48 

' ;£ 1 'f. 

B ! $412,445 6 1 HaO,5SI> 

I48,7«8 1 18,715 

1 8,609 1 34,453 

1 K,125 1 46,019 

57,00(1 17,600 

2,837 1 1,942 
2 1 »S15,8Sa ■ 1 ' »23,4«S 


9-..967 










?3:n'.'r4U-i":--rj-:;~--r- 


7,1« 
906 


Bhomng gross receipts from tgo,OOCI to flH',0(W.. 


11,878,819 




133,265 








ffi,2S0 








7,707 






Showing (tross r«elpU (rom (IM.OOO to !50O,O0O,. 


(OS7.76S 
61.918 




71,943 

SS; 

3,118 |! 
1 . (998,812 ' 12 
9el4DD ' 


UOO 

128 

(28,824,632 

lisBslllS 
8.789.816 

897,000 
10.7« 

107,706 


10,756 
313,639 




34,000 










license las (levied tince 191B) 












Actual value reported 








50,000 

1 ooo 


2 
















1 tl 




A..,s^a v,l„e ... 


1 11,995 

1 3,000 

8,!i00 


ia8".oo6 






8,000 


15,750 








License tai O^vlea since 19151 


100 

28 1 (221,000 


1 11,167 






2,73e 


Gross receipts ot eorporatlons roporHng no 
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It 


IS 


f 


Ssi 


1?' 


cS 


3 


S ' 


1 


cS 


IS 


»9,12S.107 


224 


113,102.52^ 


23 


*)78,428 


1. 


»-66.553 


48 


»1.0M,519 


Si 


(2.632,607 


ts 


W.3M.n3 


SSi 


»8,J»,370 


23 


t23!,191 


18 


J6S1.173 


48 


(2.133.433 


34 


»1.6S3,432 


2 


P.TS8 


K 


»101,5gj 
2,BS6 
31,S20 
«e,533 

5.069 




»3S.(86 

«,OTO 

30.(40 

5,250 

75 

'to 








K0,12» 
5.815 
1,701 

7,250 
87 
S3 


10 


»4,«2 
3.671 








80 
*li.,«l 




10,750 














I 


13 


(1BB.83S 

I8!f23 
38.738 
18,000 

1,058 




020,8:8 

,S 

34.015 
110 


2 


»35.165 
6,820 




1130.571 

jr. 

4.820 
1,608 




»1,51T 







375 




1,000 


3,500 
42 

40 


6,000 
60 
245 

170 




»ai2.soe 

JfiioM 

37.9B2 

12.^ 

U7 

MS 


ID 


»i,57e.i.-o 

108,710 

'm 




t02.2SO 
4.!S4 
2,373 
3.224 
5,750 

470 




13[l48 
6;7JO 
2,310 




|399.iS5 
9.324 

331846 

18,000 

21S 

1,106 




P073D8 
7,018 

7.332 
6,760 

6di 


10 


t»5t.SD3 

siisio 


72 


(«,S01,S31 

m4S3 
WB.700 




»81.8« 


' 


»4B2.608 
2,153 

seiooo 


10 




8 


HS2.962 




20,120 
28,000 


82li871 



tl9,2I3,072 '. 
418.694 
1,120.302 









18,500 1 
13,228 1 
10,250 


»15,645 
21 ! 




.. 


^725 1 






J 










7,250 
87 














224 


190 45 

»1,«S1,260 23 J68,000 16 

20,176 096 

»6.712,lfl2 1 7 1 n72,e31 7 




105 . 

J303.000 3 

3,636 

«.92O,101 1 




48 


tsio.soo 

8346 
18,479.381 


J91.500 
1.098 

B,060.I92 


(87,000 
1,044 

! (333.^5 
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Mctnct <K I9U mwrti 
ToUl .monDl paid to lor it««k.„ _. 


|£| 

IE ties.Ee6 ' 33 

IB ' (34,1117 Z3 

e ' B8,»4 13 

] BOS 

' 2,»3 

S.IOO 

B,SOO 

Tl 

as 

3 »BS,8IS ' 

S 

11,220.1 

' «■ 

m , 

S tl21.T«B ■ 1 


1829.777 1 B74 


»7fcSiS.O01 


SbowlDc croH r«e«lpti not izmkUiu HftOOIL... 


121,730 300 ' »i,oa6.70B 








tis,38e 

163 

ifei 1 


















ShowfM sioM raceipti tioin tlftOOO Ut tW.OOO... 
Net prollU rapoiUd 













1TM88 


Actual vbIub rvportcd 












SI 










ShowfDB Bro« rewlpM Irom »30.0<» to W,m... 






|Sa.22£ 
199 


»1.900,6SO 
M7.893 










■ 






8.3»i,m 
«0.ffiO 




4,500 










Showing Broas reeBlpts bom lEO.OOO to II50.O0O.. 


vumm 
















e,7S9 
S,! 




t78.7B0 


















Showing groBB receipts (rom (IM.OOO to ISOO.OOO.. 
Net proflte reported 






11 «s sn am 




B 

97 

B71 

Igl 


669,200 

2,15«,]£3 
















5*M0O 






~n:::r: 












ShoniDg grosa receipts exi^eedlDS tSm,mL 






13.912,209 




























*9S.00O 






















« 








-i 


tll,9M 
119,600 

'■« 

2S« 

tSCOOD 

300 

>17,8S1 






UTB 












=-"1 




4,165 

l2,an,7B(> 

SJ,341 
P.1A0W 








Gross rccelptB of corporatloM rspotllng no 
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15s. 
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s 


^15 
I? 
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1' S 


S3 




$134,532 1 IB 
t47.fl4Z IS 

n0.«35 ! i 


»249.29i 1 22 I WS,310,4fl6 
tes.Ul 22 i fIO.S12.317 

ti3.ue : 1 $1,168 


• 


$1398.200 
$130,796 


: 

: 
1 ' 


$50,080 ; 130 

iai.m , 130 

$1*4 ■' 23 


$6,481 .BOO 
$6,060,231 










176 




























I 1^ 

i--4: 

l! W4.181, 9 

i^Mo'i 

! -Si 






'■Z\ 










$(3,887 „ 8 










» 


60 




IB 
$38,408 







$132,069 
















8.100 
B,760 












9.760 


1^760 






SO lis 














^ 




' 1 ^„,_ 


*82.«» 




: jg 


$533,765 




2.m ; ta^ 

, 1 lViU87 

1,750 1; \^ 1 18.600 








100 

i.000^ 


j: 


216398 
389,006 
46,600 




18S ii 1 1,459 ; 

20 :| 1 ■ 1 i» , 

Ii40,fia2 J 3 i »S35,06« 1 1 vnhSa o 










10 






795 

$2,859,7sa 

177330 




















1.;™'^ :„■■::..::: 

1 18,000 10,000 

1 192 i 120 
308 ■ 1 «7B 












1,750]! 
21,: 

10 j| 






27 
^40 








2 




I3,B12 






. 




$660,738 . B $902,211 


$482,887 


$1,541.4*1 








5vio 

664.700 
132.500 
1,690 
85.159 
EZS 




6.208 <: 

sioooi 
w 

602 ; 

S2.S93.491 
2i9.9n 

















47.000 ' 

30 r 








2.121 








1, 




-^- » 


$18,642,368 










rz" z 
















' 


14,000 
188 
201 
10 


BB.O0O 

420 

488,902 

1,000 


; 6,000 i 


3,»0,612 






• 






"-""--"- 


2 


2.460 




, 


20O 


s 


. .^ . 1 27 


620 






$i.axi 

700 




$60,635 
33,517 












«,->» 


$3,760 




$2,000, 
24 ! 

70 
(6.760 , 130 

«9.; 

$110306 < SS 




20 





W 








(8,000 

96 


s 


teo.soo 

1.086 
$117,868 


22 


*26A600 
8.078 ' 

$89,319 


$224,287 


' 


$775,000 
9300 

$2,410,067 
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Su 
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200 f4,3H,WZ 
24 |10»371 

si,«a 

Z3,2H 
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13 P79,0M 
22.639 
I5,S1S 
18,375 
14,B0C 

23£ 

20 le«l,603 
142,770 

98,m 
170,2SE 

50.000 

000 

1,988 

370 

24 1 B,13S.144 

444,373 

1 Bl!750 
6,855 

1 189!40O 

lisiT 
1 2,830 

6 1 |7,2«0.92» 


■ 




1 


Tolildebt 

Showing groBi re«lpU DOt weeeding (lO.OOO 


as 1 15,6*4.080 

86 1 1325,100 

; 40.308 

961,569 

a.460,723 

101,750 

i,m 

(&305 

! 2.175 

32 1 I4B0.MS 

1 6437B 


IB j (906,412 
1 1 (8*18 


























8howlii( groM rtcelpti Irom JIO.OOO to »»>,«» — 


1 (17,148 








31 


1,659,831 
65,500 

22J23 
$1,114,397 

1,282,553 
S.6M,R19 
164,500 

U^ 

1,170 

(1,003,315 

118,448 

1,222,720 






'•IS 






26 


Shoning gross rectijitB Irom 120,000 to *S0,000 
























License tai (Ifvred gince 1B15) 

BhowlQg gross reoeipta Irom »0.000 to 1150,000.. 


8 (£42,116 


Assessed value 


1 76,718 










. 


1,877 

28,695 

486 

•2.169,038 

EiSs!270 

2,728,143 

142.000 

1,704 

470] 

*7.Ce5,90» 

708,227 






2,988 


Showing gross reeelpts Irom $150,000 to »500,000.. 


6 tl,2ie,fl3» 








62,318 
44,500 








license tax (leried sfDCe WIS) 


130 


















1 997,334 
1 12,041 

1 721.311 
1 44.500 












336 
526 
66 

1 »144,455 




License fx (levied alnce 181E} 






K 




MO 


144,000 
1,728 

1,»0 

»ffil,260 
6.055 

16,156.283 


1 two 






226 


1.200 

(725.000 ! 

8,700, 

(I,!86,079 










IB no.600 


OiDss receipts ol coiporHllong rtporting >io 


3 (3SI^0K 
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3 
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1^ 
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i§ 
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fi 




30 


B.7B7,233 1 


11 


W2.271 


11 


K.n.Wt 


9i 


ts,eeo,47i 


IS 


J3M,300 


312 


t31,98S,S7fl 


80 


M^l.003 
»21,06«' 




«11 


" 


j2.-<«gK: 


K 


$4,J19.W9 
»29,031 


IS 


1304.240 


30 


»17,501,H8 
nifi.lS3 




















1,224 








3^70 




12B 




147A'« 








1,WT 








179,648 








21«.ai 








3.B00 












1,7» 




81,600 








<£ 








1,077 




M 




111 








m 








10,032 








8.7BB 








65 








250 




30 




186 


1 


tl9,lM 


{ 


l!B,(e8 






11 


P«3,lll 


1 


fie,m 


m 


»12S.ni» 




£,UE 




J^ 








9,2C« 








88,660 



135,716 



13,753 . 76 CB7636B 



t389.6«S 
17rl4« 
18.470 



{1 .734.800 



^336 


«M.iai 


M.831' 




t,618.T00 


21,000 


128,250 ■ 

2i,nb ' 


6,600 
; S43' 




S5B.76e 
60^24 










I,3«) 


,013,284 


7 a08B,768,| B 


W00.04B i 


41 


1 W0.2C8.696 












UB,S4« 1 


062,315 , 


1 63,8« 




j 1,774,211 


S15,4a9 


1,131,270 , 






. 3.030.118 
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1^ 
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s. 


If 


S. 




87 
3 


(0,376,381 I 118 

t8,«93,4ee iia 

(13,821 : « 


ie,i3s.DBa 

tl0.3El 












(1S.0S6 




! U.1<B , 
! 4.«0 

I ^ 

i ™ii 
0' : B 

, -ij 


6,820 :| 
T,ir70 j 

"z! 

120 1! 

iSBi: 

(118,251 
6,748 1 
9,273 
GB,OSD 

9,-m ! 
m 1 

670,1 

146 'i 

1800,448! , 

ii.ns i 

010 '; 

»4,«»g.60T! 7 
106,481 
400,275 1 
410,707; 
112,600 I 

i,»o', 

(4,442,800 ' 7 

118,6« 1 
764.650 1, 




FiKnchUe asBniiiMQt , 


•■z 




78 


Showing gron receipt! from fUhcm to m.OdO— 





ABBCaeed »«lu« 

























Shovbc groM recelptj from tecooo to tlW,IX)0._ 


3 , »lJ8.m7 1 IS 

; 1U7E 

■ iolwi 
1 m ! 

1 «l 

12 ItUWiM *S 

111 ,010 
1 853,768 1 


(16. Wl 








2,000 

u 

701 

40 

(G61J21 


Franchlw t.. 




8ho.rinB KTOH receipt* trom |eo,oao to flM,a)OL. 


Atsea««l v.hie 






; i*o*» 

1,«8B 
9,950 

8se 

10 . tS.M8,MI 

«B1,820 

' 181.000 

I,1T2 

ti,m 

28 ' (68,438.704 

1,102,074 

■ 8,917.837 

j!2n,2S0 

1 11.727 

129.62S 


1. 

5 


12,000 








License tax (leiled since 1916) .. 

Showing gross recelpta from tlEO,000 to fGOO.OOO.. 


165 
tl,7«K!a 


Assessed yelue — 


878,426 

mm 

108.000 






08 

0,101 

411 

»S.BT6,883 

188.18(1 

839,320 

704,650 

1«,000 

1,440 

8.ooa 
m 


U 


Total tan reported 

License tar (levied ilnce IBIB) 

Showing grosi leeelpta eieeedlng $500,000 


^^474 

160 

(SMT4JOT 
67,907 


















15«,6<6 
U» 






* 










n,606 

6.760 


Actual value reported 




fifloo 

4,250 

61 

50 

W71.7B0 

4.461 




















Total franchlie aeseeement 


BT tl,6«.0C» 


(871W 




10 


»138T^ 


IsuMn 



^ 
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a. 

5 


S, 


« 
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Cl-80 |g 


S 


179 
17 


10,685.740 

178,833 

10318 

146,349 

229,406 

21,750 

281 

3,160 

SOS 

»S89,787 


7 



tl37,280 

(21,820 

82! 

2,196 

1,285 

3rf00 

42 

142 

40 


1 


B0,56O 

1160 

V,600 

844 

1,000 
i,a» 
1,000 

88 

mo6o 

e,o» 


12 
10 
7 

1 

45 
14 


|G,44S,4« 12 

$3,151,017 12 

»a.7tS 8 

2379 

2360 1 

6300 

2300 

80 ; 

»«S.7a7 I 

6JM8 

27,200 

70,732 

0,280 

111 

868 

76 

(350,619 I 

iSS 

110,160 . 
25,E0 

1318 

176 ;: 

*l,30e,113 ■ 8 

123!890 
303.T79 

6302 

280 

12320,687 ; 

85,962 ; 

110361 ' 

»a,5(e : 

65,500 

008 

4,709 

200 j 

$10,088,400 

139309. 

764,081 

220,176:' 

208360 , 

2,476 ;! 


»I90,583 

1830,610 
(14,068 


12 


1807324 
(4SS,6M 
(1.100 








26 


160 

8,000 

SO 

to 

(12363 


100 
1,000 

1! 

(34.184 




i2^«e7 

250,061 

29,760, 
367i 
4.843 1 

875 1 

67,739 .! 
413,244; 

712,712 
110,750 1 

njw 

1,321.. 
13,087,82: '; 
149381 ' 
661,061 
968,s:£ 
146.760 I 

2^631' 

tSje33T7 '1 1 
114,098 1 
701,892 

1,020,108 j 








10,526 

8,000 

80 

28 

20 


3,WS 16,000 

1,000 6300 




149,746 

4347 

93*0 
2.000 

6,750 
00 
688 


lOB i , 6337 








12330 

: 30,920 

6.948 

1 0,760 
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1,260 
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10.071 84,653 
21,197 ! 61,400 
39.400 64,013 


















10 
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.35 [ 126 
- — - I (226350 
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0,226 

6300 

00 
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22,806 
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i*i,m i| 

761,430'; 
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1760 

»4.7SO 
B7 
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28,728 
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(e^oo* 

90 

016 
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fEf9W0O 

7,182 


> 
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20,010 
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„ 











■'"""ST^"!! 

(SSB,O0O 12 
4,032 ' 

»6,834,758 









(18300 12 
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067,00!. 4 
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GS 


•25,250 
808 

K18J14 


(79,750 
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g iTOM rwttpti fiom na.000 to (90.000... 
Tir-nts ifported 




Al »»rue reported— 





(850,000 U» (S,Sn,T4Z 
(IIT.DDO loe ' tl.011,823 

M ' fl!S.XlV 

, 10J71 

lOJUB 

SIJ38 



3T1,08S 

S7.7S0 



X (lerJed since 1913). 



Shnnlne (-ro^s rwerpta from (30,00 
Kpt pmflij reported 



S3.13S 






It profltB reporled... 



$2,361 ,253 

Wiooo 



x (levied sloce infl... 



Actual ralue reported 

Franetilse a sc ess meat ... 

Total tai reported 



il eorporatlons reportlDg 



(90,TSa loe net-Ma 
n $mjm 
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1 il 
39 »3.4B2.«ffl ■■ 77 


t3.»64,5B9 


03 


t3.0e2.83O 47 


(1.708,882 
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IH0,917.fll8 
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ST,733,1K 


39 ' *^,779 77 


13.300.402 


63 


?831.334 47 


(632.039 
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(83.182,653 


«8 


»257,1» 


7 »41.aE' 38 


(76.243 


2S 


*112,'36 29 


tll0,«30 


n 


1224 008 




23.2H 


l.S57i 






16,885 






113.fl7« 




726.292 








7.080 


101.389 




m.flSB 




1.7111.388 


6,000 






11,158 


194.844 




B6S.nS6 
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(1,000 1 
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(,8.000 
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AiHtnct of t«lS m 



TnUl iniouDt paid Id lor ilock 


,. 


*5ai,<« 6. 


ti,oi&m 

l5S7.ftl 
•S0,TW 

a,T9B 

ll.SIO 

tMta 

8,000 

I18W1I 

Kjm 

«,616 

si,ooe 

lO/MO 

228 

temsM 

aww 

109,107 

£14,314 

60,000 

«! 

i4.9n' 

M6, 

W1.185 

M.T2B 

116,822 ! 

100,896 

«,S00 

6M 

1.S24 

ISO 


06 

06 
W 

S2 
19 

1 
96 


•MK,022 


Showing groM nwlpU not cxcMding HO.OOO- — 


•::-::; ' 


(86.119 


























I ! KB,ti9 u 








ShowlDc fn-OM renlpU from fKMMO to HOMO^.. 
Net proflti reportrf 


tlS8«0( 
14.888 
















Total iBt reported 


! IH i 
S 1100,619 33 

1 u.es 

1,106 


2.716 


ShottlDjt jtross recelpU iron. tiO.m U> (M.OOO... 
net |iroflt> reported 


fl,O18.20S 
68.784 








1 


3i,600 
390 

»i».i7e e 












Llcensa tax (levied iloee IfllB) 

Rhowtiic (tosi receipts from WO^OOO to tUO,<»0.. 
Net pronts reported 


11.181,913 














Franchise HseesemeDt 


1.860 1 
*61. 

3 t;<«,n* 
ssiooe 
kIoto 

SM 

1.9M 
65 


02.000 


Total tax reportaii _ _ 


8.BM 


yhonlns Krosi receipts from «GO,OOD to t900,wa.. 
Net proflta repotted _ __ 
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£2.1100 






11,882 




Showinit itroaa receipts raeeedlng |500,000., 




»0J0,178 
12.1S8 














is,Hej 
























License tax (levied alnce 1916) 


• 


«>, 
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K2W" 
K 

SO 

(198.760 
l.«l 


8,770 
7.000 




ii.7» 




lioaa 








Total franchise Msesament_ 


I2S8.B0O 


Gross receipts ol corporations reporting no 


II.«e,901 
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if Equarizatlon for Franchlct Tax Aisaaamant. 



sasT 



ll'c 






tI,Mg,9e! I' 
27,097 !■ 

ie<,87t 'i 



•i»,4ia 



•MSJI74 I 113 ts,9ai,tn 101 
IIS n^,e3S m 



■SB.M1. 1 


(31.786 


|43,MI 


n 


1190.411 


34,982 


9.794 


0,801 






89,M0 


K.30Z 








T,7W. 


48.086 


S,G90 




42,««i 


UJiOO' 


7.B09 


4.500 







tl.63I34e 1 S 


|H8.iei 


t »lfl833S 


199,062, 


£9,188 




974,137 


21,037 




2,680.182 


61,890 


1 10,825 


236,000, 


2S,00O 




239), 


270 




3S.flM, 


986 




HO' 


leo 




11,826.928 ' I 


»4T9,486 


1 I 1314,199 


49.900, 


21,080 




604^)08 1 


1.180 


8,660 


W7,07B 


70O 


16.000 



24,031 




»73B8,4m 1 


2S2.133 
88l,8» 

l!044 
7,497 






80 


826.426 
81,610 


I'S 




»3B7,2B0 
4.287 


Ml 


11,222.807 


«3 



1140,816 

1T,7»T 
tS4,766 
686.310 



90 t8M4,7Q 
90 $4,186,869 



9 t2H,8l6 14 



8 *T!»,«22 22 



*BS0,8ia ' 

" 113,«i6 ! 

8d[oOD', 



1,600 
(382,760 





290,460 
69,760 

717 

'l80 








::::::E 


1 


B,230.066 









2.600 

SO 
402 


29 


832,186 
10.600 

'297 

710 

«10,000 

2,620 

I2J82331 
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otn 1E0.m to IISO.OW. 


„ 


















































xa,ta 

S4,»0 



























































171^ 




















t,m 









BEPOBT OF STATE TAX C0H1II8S10N. 



to Stata Board of Equal l»tlo 






NO. DC 


CowmUm ' f-'"- <* 


c«,«™«» 


No. or ' 


i ^.„ ^ 




"S?^- 


cu-MS ;™j™. 


Cl«"l^ 


"r?-| 


"csriM !"^~- 


Orud Told 


~i^ 


|1«UTJST 


m 


IBl».180,t79 


1,W» 


KM.wi.ae 1 


«/aesK.m 


m 


W.757.ra 


m 




1.0« , 


|17,6«13a7 L 


tUit,«ss.(iw 


m 






ino.174 


Ml ' 


»8».«« S,«16 


«7.*M.»» 




\MXi 




111,07 




G8.S!8 






iMKra 








1.091,700 


7t,oni!«02 




UCUIO 




S,««,717 




WM,7« 






ni.7M 




«tLHO 




401,130 


e!ii8,2so 




B.era 




MSB 




t,8K 


i<e, S8 




BtTTO 




«7.«7 






».»ii3» 




U.M£ 




H.7» 




ts,iw 


18fcO70 


n 


tBM.Z» 


•a 


P^OMJSs' 


S2 


1478^7 \jai> 


tMJCT,M8 




in ,740 




IMJM 




KM* 


i.»«,m 




i.<Bi.Br 




l,27l>^a 




bu.iia» . 






i.taunt 




uaasao 




m»» , 


m,bbj[tm 




«7.7» 






BfcW 


4*ll.00» 




WTS! 


SJW) 




SSI 


B7,B1! 




BLWB 


8i,ece 




BJJ70 


I.ISS.SW 




S.7M 




fl,lfi6 




>.«. 


in,iM 



t],8N.00£ 

iiiptui 

S,UG,119 

S,BB6,«7S 

s«7,oao'; 

10.4M '; 
S3.BSS ' 

i.Tta 



tl,10i,7W 
20,MS 

190.a3& 



§,1M,!1(I 
83,518.289 
11S,4II,948 
10,eoS,2!J0 



tKiO.518 


'JStS.m , 




2,143,MI 


L 171,B26,Wl 


IStTSO 








17*I8,01« 


M46 


17,068 




4,0§B 


1 ai3 


ew 


88.1«|; 








3,731 




■M ' 


1 f JIO 1 


1 


GJOO 


9! 


24S 


p..Qi3;m \ 


S.1 *S,9!>8,2ai 




57,967.1149 1 






S7B,m . 


8,(87,340 . 




1,208,936 


aaisK 




a,108,K» |l 


6,m,z2s 




l,9e7,«72 






i89&3H 






!.412,il53 


is2[4ei 


683 


870^00 


^^m 




fliflW 


^■|^ 


500 


122|4te 


mzia 




72.149 


3.7B9 


425 


1J35I 


9,U5 




4,3S5 




W,4*».B7e 


7 ' 1100.096.903 


16 


$42,804,071 


772 $2,701,409,882 


B8I,«33 , 


21.118.283 






193.030,K3 


£9,928.947 


«0,0J7,80B 




!i,C83410 














4,977.500 


^■niwK 




2!31O,OO0 


Sl.fl6R 


750 



1,189,713 
40^800 

4.8781 



»845.437 


$1,644,981 


$21,118,148 


888.072 


*.189.820 


1 27.920,172 


408,100 


815,760 


6353 .500 


4,878 : 


9,789 . 


70.241 


1?,H1I 11 


■ 80,118 


1 258.261 


20345', 


1 42,810 ■ 




13,796,750 . 1,0( 


B . 11.708,760 ' 


(152.222.260 


40B.54B, 


1 68,(46 1 


! 1,828.067 
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RRPORT OP STATE TAX COMMISSION. 



Alameda 


HMJT.MO 


ttmfim 


M.m.wo 


tt,lSt,MO 


Va^BSjm 


nn.n7.tn 










K.^7B 


MJK 


IQC..KO 


flMJOO 




C«lawr«i 


' 


' 



OoDtra Oocta . 

Del Norte 

£1 Dotsdo 






UO.IOCI E.Gie.WO , 



Loa Anedta - 

Uadrra 

Marin 

Marlpou .. 



S<,T4n.STt 
112,050 





m.soo 


a.100 


^.600 


39.a» 


IM.OOO 


92,800 










N.pa™ 

Nevada 


»».ao 


"~m,m ' 


3n.m 


mjiso 


191,000 


mzou 



San BemaidlDo ... 

San Diego 

San Frauclseo 

San Joaquin 

San LuIb Oblapo... 



Saota Barbara 
SantH Clara .. 
Santa Craz ... 



1,04T.5T7 



238,1 M 



2o.e;)i>,!J2o S5.«eo,ioa 



U.1S8.<» 

1.7(^405 



318.000 
M6,00D 
25,230 



S4S.G12 <11.5Sn 

S74.750 S0T,265 

2»,550 18,0X1 



Yolo ..- ". 
Yuba ._ 

Totals . 



t47,sio,Tve I ttn,ms" j tst.iS'.een \ n«6.903.<!4 1 rs.as 
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REPORT OP STATE TAX COMMISSION. 



] 1916 Alien me nti. 



c™. 


TDItl 




fflrsi 


liS^d 


*iKSfr 


ss 


AUmeda 

Butte - 

COllMk 

Contra CoiU . 

Tntno 


ttB.l«e,S3S 
i, 1 18,560 

e,o54,:.io 

2,6J0,S50 

t,m,i5o 
i,c(e.m 
i.Be«,TW 

779.085 

n'.sso.abt 


fl3,OK,626 
7V2,3I1 
SD7,7» 

i.'Ms,sa& 

2,121,189 
1,0CK,B62 

286.702 

16,M0.'396 


He,39i,»s5 

311,100 

3a,Mo 

l,17B,0a> 
1,878,425 

027!o30 
161,875 

a.817!5fl2 


t8,ioa,o2j 

98,275 
18,001) 

8ee,6Z5 

771.0OO 

m,7so 

83.050 
114,385 

fl,aso,o35 


77,600 
468,560 
1,237.650 

4651800 

83ZJ37 
7.286,700 


»l,348,*60 
!1T,S60 
88,600 
220,045 
611,BO0 




192,6% 
58,002 






3,574,756 



SBcramenCo 

San Bernirdiao 

San D[»go 

San Francltco 

San Joaquin 

Ran Luis Obbpo... 

San Mateo 

Santa Barbara ,,-. 

Santa Ctai 

SiikiTDU 








1.097,920 


358.870 1 






289,560 


343,885 


207,585 , 


53,750 1 


80,100 


177,560 


123,iS50 


3,687,285 




1,043,426 i 


272,680 


















8?0,M0 


218,520 1 










ifi.aos,9«o , 


9,476.660 1 


9,134,800 ■ 


6,191,100 


8,210,600 1 


3,278,260 


3,483,737 i 


1.148,415 : 


1,540,637 


493,676 ■' 


872,288 1 


297,530 




2,127,449 . 




1,403,820 1 


1,425.600 1 


358,380 


78,839.700 , 


38,288,640 


13,296,050 1 


21,248,040 


38,6«,6M 


17,045,800 




2,S»,575 


1,826,100 


733,070 








362,330 ' 




66,635 


337,900 1 


155,225 


4.1«7,60O 


1,417,100 


1,099,100 


M8,825. 


576,000 


183,050 










176,560 1 




4,227.050 


2.127,966 , 


1,012,150 


591.706 


1,012.000 1 


663,585 


2,247,«85 


912^40 ' 




346306 


617.200 1 


256.666 


766,760 






20,200 


176,100 ! 


86,600 


ljie6,8«5 


038,710 


207,050 1 








2,046.181 


1,088,670 1 


576,3-W , 


248,370 


448.350 


265,080 


1.781,500 


820,770 1 


260,660 j 




189,600 












33,500 




774.B9B 




65,e<» 


35,23^ 


157,750 


111.800 


4,128.153 


1,«7.215 , 


071,886 


215,775 






1,739,682 




239,460 


98,190 


258,760 


75.000 


2.054,106 


1,017,425 1 


121,850 


53,415 


265,850 . 




1,234.752 1 


498,460 


181,610 1 


69,5ST 


456,MO 1 


167,m 
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REPORT OP STATE TAX COMMISSION, 

SCHEDULE 18. 
' Appraliila ind ISle County AiMMmenti — Continued. 





125,900 


44,270 , 


138,800 ' 


67,WB 


2B4J«10 


ioi,5r> 


ImpnUd 


ie,S7Bl 


7,oeo' 


28,060 1 


12,426 




10,605 








61,400 1 


27,586 


177,026 






715,860 1 


883.160 


320,700 ; 


108,675 


1^)86,650 


651,725 




m.Tw; 




22,250] 
07.860 ! 








II«rln 


W,»I5 ' 


46.400 


211,U60 


i06.St-> 


HendodDO — 


16W)' 


6,080 


12,000 ' 




27,300 






10,760 I 


4,500 ! 


S0.160 

20,550 


68,300 
23,060 




27,560 


N«v«di 


40.600 
















Placer 


53,300 ' 


11,775 


451700 ' 


27,850 


90,000 


39,125 










17,300 










40,700 


124 860 ' 


208,060 


113,M0 








110.200 


38,785 






San Metro -„.. 


877,800 1 


185.180 


228,800 1 


51,820 


003,000 


187.040 




SSB.IGO 


425,780 


1,453.060 1 


626,100 




1,060,880 












































SHDts BarbHra 


49,6(6 


B0.4§0 


78,050 


4».flOO 


127,566 


70.080 


8aDtB Clara 






















84,685 
9,600 


183,125 
24,600 




SlaUjou 


B.S50 


4.560 


17,860, 


13,750 






5,560 


48,600 1 








Sonoma 


44,270 
30,MO 


18,140 ' 
13,886 


73,M0l 


49,130 
22,450 


114.920 


B7.2en 




IIJSO 
















Tdl»M -. 


WpSes 

30.150 

8,800; 


W,305 
14.390 

4,ie-. 

5,620 


04)^ 
16,t50 


30illO 
10,27) 


2s!250 
30,760 


44^800 












Totals 


^,700,958 1 


|2.66«,273 


(5,283,250 


»2.542,656 


»10,981,2oe 


18,208,028 
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m»ry of Total Acti 



C>l>mM 

Contra Coiti ... 

Del Nona 

Kl Etaiida 

Humboldt 

iDiDerisl 



Lake 






Modtcrty . 

N«p« 

NCTUlB .... 

filT«reld« .. 



Ban BcTsaidlDo ^ 

San DIseo 

S*D Trancluo — 

San Joaquin 

San Lull Oblapo.. 

San Mateo 

Santa Barbara .. 

Santa casta 

Santa Onu 



is,4n,i« 

fil,l£l,IM 

U.16S.0M 
130,1 10.<K» . 

I0,»1,8W 
lll.MMaS , 

a.tm.TK 

l«ATSIl,e4D 

iMu.zro 

MpSlT.llS . 



SCHEDULE 1». 
Value* in Countlei 



lut/Hs.iiG ; tiM,tiMDe tu.<n 



n,i«.<w 
i«.«e,i» 
ei.o»,e9i 



7U.TU 

nSpNt 



ifi,m.7fie 

t.lM,M4 . 

w/iao3ST 

90.»>,IT2 
l4,(n6,S50 



7,M8.228 
l,MO,«e£ 
IM.IOO 
SE,24441G 
S,R5,7«1 





4tflT0,nB 

n,oio.iBa 

19.478,097 
7,409,879 
106,890,208 

si'.'m'.iM 
S334e.i4ft 

9,M9381 


6.910,449 
1,»4!5S4 


6,581,11 


TrtiaiM 


I,733,7» 


TuotamiM 

Ventura 

Tolo 


iiiil 


a,856,as, 

1,230.70 
4,800.8! 
2.M3.4. 
3^.64 


Totals 


$2.tB6,«l,S44 


»2,185,Wi^6 |Sl,lfl8,(]88,» 

■ 



fSMtm I tMhaM,oT 



1,IXI0,U8 
U,7ie,81E 
I9IV100 
«1I,(»7 
17,07.111 
I,Dt4,U» 
0,SSt,SM 

4,4«,aM 

8,711,857 
t>E,13I 

7M,att 

>35,Mt,7t4 

SSi.tIK 

e,u),8U 



*.«7.WI 
7,l£7,a8 
I0,I7WM - 
£,WT,aS 



l,GZ2,4tl 
S.371.87S 
B.lSljtl |. 



ii.7«t,tM : 

2,I7fl,33S 



23,011,S77 
38,812,5M 
368,75«,3«» 



12,197,060 
2.320,226 
■r.lttirBn I 
fl,137.77l I 
4,(B1,7V1 



701,111 ■ra,H7,ui 

14,S« tt,«IS,71S 
ZI<,M1 1*4308,783 



u,age 2o,iu,exi 

17.008 lS4.aOB.848 

U,78« 39300.178 

7V3«1 13.210,976 

«Bi071 IOJ00.76» 

183W,702 l,O0B3eg,144 

«3B) S1131,eH 
Gt.!60,0U 



8,250 
0,430 I 
111,001 



8307,7a 



ii.80o.oes 


108.136 


8,0863W 


40.080 




01300 






a),232,«7 








8,018,311 


48300 




619,604 


07,901,317 


37,440.431 


I7,3G03I« 




11.784,061 


1S,01B 


4,770,077 


813.061 


10.668,928 


11,508 



fn382,871 «e,0M,017i 



a>3(6,113 
1301 ,071 

78308.181 



1,181369,489 
140.638,176 
Ofc39e,476 



133,728,837 
21,187373 
89,589318 
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REPOST OF STATE TAX COMMISSION. 
SCHEDULE 20. 
lary of Total Actual Value* In Countle* Bated on 1! 



Count! 


tt«.El»,38a 


AduBl nlur. 
(180,021.702 


ouu'rte"'' ^ 


prppurtj 


"Sr 


'S 


Alameda 


»6S.Bfl7,5(» 

ii^siiiooo 

15,^8,772 

siIoteIbos ' 
i4!e2o[eoe 

127,786.363 1 


Wl,8S(,aS3 


t3,35»,652 


»47»,252.5B2 


AlSLto":rj"r. 


■7eo.m 

S75.SM 

672.4M 

n,T49,8!W 

S5B.020 

i9.io5!m 


B77.2S3 
1,OT2.»2 
1^024.83fl 

Bn.wo 

BB7.114 
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28,114,726 
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245.4^,435 
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1,125,708,285 
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78,410,008 
09,718,783 
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SCHEDULE SI. 

Upon Appraisal* Ma« 
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SCHCOULE 23. 



Summary thowine Ratio* of 



n Countiaa for tha Yaara 
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BBPOBT OF STATE TAX COMMISSION. 
$CHEOUt.E 2S— Contlnutd. 
Summiry of City Clarki' Report* for tha Year 1 
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T«lt _ „ _ S»,M) 00 

TebaeblDl - _, I0M80 00 

Ooreoiut 

Buitord 410,m00 C,««,>tl 00 

Lemoorg TOJB DO eKfiU 00 

Lak»- 

Lskaport lt.Ut (0 6;B,1II><XI 

Snianville _ tt,BOO no mi» 00 

Alhambra ., _ — lat.oa OO 10,«a,S0D 00 

An!«cU« ITi.MO 00 S.SM.OIO 00 

Avaloa _ D.TdOOO Wl.TlT 00 

AZDM 158.796 00 I.TW.IBS 00 

Bersrlr HIUi SU.I10 DO S,mJ80 OO 

Borbank MO.IOT 00 i,7t»/)0J 00 

OlaNmoiit __.. U0O.S30TO 1,783,8115 00 

Oompton 248,S0O 00 l.HT.tM 00 

Eagle Roek _ _ _.. I.10e,SO> 00 

El UODU _ 17,406 M *MJ«» OO 
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Olendors M6.;65 oo i,2ie,3i6 00 

HctDIOSb Beach 1VB,0B7 no 2.518,S«7 00 

Huntington P»rt 128.2e8 00 2.?si,3i7 uo 

Inglewood t04,ISB 00 »41»,S79 00 
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Lordiburg 128,510 00 S72,23S 00 

Los ABCt4ea 06,49l,o;o 00 &90,779,990 00 
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asnta Uonica 1,060,395 00 n,IS8,r6 00 1 

SavteUe 1,881,008 00 
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Mill Valley ., „ ' 87,608 00 I,K7,2S8 00 

Roas I SA,IX9 00 1.230.468 00 
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UUsh *7JtO OO l.Ul.OK 00 I 
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SCHEDULE 28— Continued. 
Summary of City CItrk*' Report! for the Year 1 
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SCHEDULE 28— Conllnuad. 
Summary of City Clarki' Report* for the Yoar 191S. 
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BEPOBT OP STATE TAX COMMISSION. 

SCHEDULE 28— Concluded. 
Summary of City Clark** Reporte for the Yaar ' 
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REPORT OP STATE TAX COUHISSIOM. 

SCHEDULE 30— Conttnued. 
TaM* Showing Per Capita Con or Municipal QovtrnmanU. 
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ttEPOBT OF STATE TAX COHHISSION. 

SCHEDULE 30— Continued. 
Table Showing Per Capita CoM of Municipal Oavernmant*. 
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REPORT OP STATE TAX COMMISSION. 

SCHEDULE 30— Concluded. 
Tabia Showing P*r Capita Coat of Municipal Govarnmenta. 
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SCHEDULE 31. 
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SCHEDULE S2. 
TaM* Showinfl Report of Uind Holding* (2.000 Acres or more), October 1, IBIS. 
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REPORT OP STATK TAX COMMISSION. 

SCHEDULE 34. 
Tabic Showing Reported Timber Land Acreage and \ 
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Richarason, Geo. H, 
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MosK, John C. 
CONTRA COSTA 

Bacon, Chaa. G. 
FRESNO 

Ayneaworth, G. L. 

Deartng, Milton M. 



GLENN 



1 H. 



HUMBOLDT 

Barnum. P. B. 
IMPERIAL 

Nufter. A. P. 
KERN 

Sears, W. !■. 
LOS ANGELES 

Benedict, H. Stanley 

Merrill, Leonard 
MADERA 

McCardle, E. M, 
MARIN 

Byrnes, Chas. W. 
MENDOCINO 

Hurley, Judge Jaa. C. 

Mannon, Cbaa. M. 



APPRAISERS. 
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Maynian, L. T. 

Newcomb, C. I. 
NEVADA 

Barker, C. Herbert 
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Nelson, Thura N. 



Flaherty, T. F. 



n, Halae 

Blaliop, J, W. 
SAN DIEGO 

O'Hallaran, Thoa. 
SAN FRANCISCO 

Coagriff, Harry H. 

Thorne, Julian 
SAN JOAQUIN 

Bonney, T. P. 

Wilson. John A 
SAN LUIS OBISPO 

Vollmer, Ernest 
SAN MATBO 

Chllcott, R. F. 



SANTA BARBARA 

SANTA CLARA 
Bohnett, W. C. 

SANTA CRUZ 
Hammer. C. W. 
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Gabbert. T. G. 
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Hare, Jaa. L. 
YUBA 

Delay, Peter J. 

Ebert, J,,E 
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